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INTRODUCTION 



USE OF POLITICAL ECOJNOMY. 

Many people think it a sufficient reason for not studying 
a science that they do not^ee the use of it before study^ 
ing it ; and seem to suppose that a student ought to be 
able, on the spur of the moment, to mention some 
striking advant^e which can be derived from it. But,^ 
in point of fact, many sciences which are now recognised 
as practically useful were commenced by philosophers 
who had no means of foreseeing the practical results to 
which their discoveries would lead ; and there cannot be 
a greater error than to suppose that no knowledge will 
be profitable, unless the precise liature of the profit to 
be derived from it can be predicted beforehand. 

It is generally recognised that Political Economy has 
conferred a benefit on England by bringing about the 
establishment of Free Trade; but no such result was 
anticipated by the writers who commenced economic 
discussions by trying to justify the exportation of silver 
by the East India Company. Now-a-days, an idea 
seems to be commonly entertained, that with the esta- 
blishment of Free Trade the work of Political Economy 
is ended : as if the achievement of a brilliant triumph 
were sufficient reason for neglecting the science which 
has attained it. It is said that Political Economy is. 
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useless, because, in spite of it, we still have strikes, 
lock-outs, and depression of trade : as if the object 
of science were not to explain facts, but to prevent 
natural causes from producing their natural effects. 
Simply explaining what the effects of unwise actions will 
be, is not in itself enough to prevent men from performing 
them; for their conduct is determined by other things 
besides the remote consequences which are likely to fol- 
low from it. Explaining that the use of alcohol will 
produce intoxication will not prevent some men from 
getting drunk ; but this does not show that physiology 
does not do good by inducing other men to keep sober. 
So, Political Economy, by expl^iining the conditions under 
which a rise of wages is possible, may induce many men 
to refrain from a strike, where the conditions are un- 
favourable to them ; and is not proved to be useless, 
because men do not consult it, or, after consulting it, do 
not apply its principles correctly. 

Any one who will study several works on this science 
will be struck by the way in which the same arguments 
are repeated from age to age : and will thus be often 
saved from being misled by them, when they are brought 
forward as if they were novel. Nothing is more common 
now-a-days than the assertion that foreign competition is 
ruining English manufacturers. When we find that the 
same thing was said in the reign of Queen Anne, it is 
enough to make us sceptical as to the pernicious effect of 
a cause which has been in operation for a century and a 
half: during which the trade of the country has enor- 
mously increased. 

Similarly an acquaintance with the experience of past 
time will suffice to make people sceptical as to the bene- 
fits to be derived from the schemes continually brought 
forward for promoting industry and commerce by mani- 
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.pulating the paper . currency. When we find that com- 
plaints of the deamess of money, and the difficulty of 
obtaining it were quite as common when bank notes 
were inconvertible, as they are now, when the bulk of 
the currency consists of coin, we may suspect that failures 
in business are the result of individual imprudence or 
dishonesty, and do not spring from the nature of the 
substance which is used as money. Political Economists 
not only cite examples from the experience of past times 
and other countries to show what has happened ; but they 
explain, by reference to the principles of human nature, 
why such and such results have happened, and must 
happen again in similar circumstances. 

Every thrifty person requires some principle to guide 
him in the choice of investments. An abstract science 
<:annot indeed tell people in what particular security 
they ought to invest their savings. But, by explaining 
the principles on which industry is carried on, it can 
point out certain leading truths which prudent people 
should bear constantly in mind. The causes of com- 
mercial crises have been a fruitful subject of economic 
discussions ; and, if Political Economy cannot prevent 
such catastrophes, it may yet do some good by enabling 
many persons to escape from theur. effects. Many of the 
unfortunate shareholders in the City of Glasgow Bank 
might have been saved from ruin, if they had taken the 
trouble to study the history of banking, and the cause 
of bank failures. Political Economy will not prevent 
men from mis-using money which is entrusted to them. 
But it will teach investors that banks are, of all enter- 
prises, those which afford the most favourable field for 
the operations of swindlers ; and in which the most 
disastrous consequences fall upon the investors who 
trust to them. Had the Glasgow Bank shareholders 
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fully grasped the fact that they were virtually engaging 
to make good any losses which might ensue from the 
folly or dishonesty of persons over whom they had no 
control, they would not, as so many of them did, have 
risked their whole fortune in a single concern. The loss 
would have been a,s great, but if every shareholder had 
invested the greater part of his fortune in other securities, 
and regarded them as a reserve against remote, but pos- 
sible contingencies, all, or nearly all, would have been 
able to bear their losses without appealing to public 
charity. 

Of course mere study will not make men prudent. 
That "knowledge comes, but wisdom lingers," is as 
true in matters of business as in other departments of 
human life. But if we can have knowledge without 
wisdom, we cannot have wisdom without knowledge. 
Men may know what they ought to avoid, and yet may 
not avoid it. But they are hardly likely to choose the 
right course if they will not take the trouble to learn the 
difference between the right and the wrong. Political 
Economy explains the conduct of men when engaged in 
the pursuit of wealth. A knowledge of its principles is 
not enough to enable men to get rich ; but it supplies 
them with information, which, if properly used, will 
prevent many from becoming poorer, and which must 
otherwise be acquired by long, and probably bitter, 
experience. 
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CHAPTER I. 

PRODUCTION. 

I. — ^Wealth. 

There has been much discussion among economists 
about the meaning of wealth. So many definitions have 
been proposed, and so much difference of opinion has 
existed among able writers as to whether certain things 
should or should not be included in the term, that an im- 
pression has been created, that there cannot be much value 
in a science which has not yet settled the meaning of 
its elementary terms. The fallacy which underlies this 
notion, is the assumption that we cannot have a correct 
idea of a thing imless we are able to give a definition of 
it, which shall be proof against all verbal objections. 
This notion is wholly unfounded. The most familiar 
natural object vary so much amongst themselves, that 
it is often impossible to give any definition of a common 
name which will suit every case in which the name is 
correctly applied. Mathematics and chemistry are 
almost the only sciences whose terminology is so exact 
that two students cannot mistake each other's meaning. 
Physiologists are not agreed as to the best way of defining 
the familar term — life ; and those who have not studied 
the subject, can have no idea of the difficulty of framing 
a perfectly satisfactory definition. But this in no way 
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renders physiology unscientific or useless ; for what is 
wanted in a definition, is not that it should be proof 
against verbal criticism, but that it should be intelligible 
and in harmony with facts. 

With this qualification we may accept the definition of 
wealth as consisting of all material articles which possess 
value in exchange, or, in other words, can be bought and 
sold. What is important is not to discuss at length 
whether certain things which barely come within this 
category ought to be included in it, but to bear in mind 
that wealth consists of a vast number of articles, and not, 
as has often been assumed, of only one. This one, it is 
hardly necessary to say, is money ; and the reason why 
wealth and money have been supposed to be identical, is 
not far to seek. In order to compare difierent things, it 
is necessary to have a common standard ; and as money 
is used as the standard by which the wealth of a person^ 
or of a country, is measured, it is natural to suppose that 
an increase of money means an increase of wealth. 

As a general rule, it is safe and proper to measure 
wealth by money, and to infer that he who has the most 
money must also be the richest. But it is necessary to 
bear in mind that the articles of which wealth consists 
are useful in proportion to their intrinsic merits, not to 
the prices which they fetch. At the present time many 
complaints may be heard of the decline of English trade ; 
and official statistics are adduced to prove that the 
amount of our exports is declining. But in many cases 
the apparent deqjine arises from lower prices — ^not from 
diminished quantities ; and it is a grave error to conclude 
that the people are poorer, because they get less gold in 
return for what they produce. 

The fall of wages which has lately taken place in cer- 
tain trades is, no doubt, a hardship to those who have to 
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submit to it ; but provided that it extends to all trades, 
no one will be worse off than before ; for every one will 
be compensated for reduced wages by the lower prices 
he will have to pay. A man is poor who finds it difficult 
to get the articles which he needs, and a nation is made 
poorer by everything which renders more labour neces- 
sary to procure the same articles. 

If we fix our attention on the fact that wealth consists 
of all material articles which can be exchanged, we per- 
ceive at once how slight an effect can be produced on the 
wealth of a country by changes in the value of money, 
or by the substitution of paper for coin. People fre- 
quently speak of the bankruptcy of a Government, as if 
it were the same thing as the ruin of its subjects ; but it 
is easy to see that there is no necessary connexion 
between the two things. The Russian Government has 
long been virtually bankrupt ; for it can only pay its 
debts with promises to pay, which it does not fulfil. Yet, 
this does not prevent the Russian people from ploughing 
their fields, tending their cattle, or sending their produce 
to market. The only effect of the depreciation of the 
currency is, that the Russians have to use two pieces of 
paper, called roubles, instead of one coin, of the same 
name. If they can get as much food, clothing, &c., as 
before, they are as wealthy as when the Government paid 
in specie. 

II. — Labour. 

Labour is the foundation of all wealth. Wealth, as 
before defined, consists of material articles, and these 
are seldom .found in a state fit to satisfy human wants. 
Some labour must in almost all cases be expended in 
bringing them into the requisite shape ; and, in the few 
cases where they are supplied ready-made by Nature, 
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labour must be expended in bringing them to the place 
where they are wanted. In order that wealth may be 
produced, three things are necessary — there must be 
labourers to woijc up materials ; food to maintain them 
while at work ; and materials for them to work upon. 
The name of capital is commonly used to express the 
food and other necessaries which workmen require to 
maintain them ; and as all materials are derived directly or 
indirectly from the earth, it is commonly said that the three 
requisites for production are — labour, capital, and land. 

It is fruitless to inquire which] of these three is the 
most important j for all are indispensable. "When people 
talk of doing away with capitalists, they are either aiming 
at what is wholly impracticable, or they merely mean to 
do away with a class of men who live entirely on the 
profits of capital without performing any actual labour. 
It is, of course, quite possible that every shareholder in a 
railway company should be also a mechanic, but this 
would in no way do away with the conflict between the 
interests of capitalists, as such, and labourers as such. A 
shareholder who was also a mechanic, would have the 
same interest in getting a high dividend at the expense of 
the workmen employed as one who livedo entirely on his 
dividends j and the employes of the company, would 
have quite as much reason to complain of hard treat- 
ment whatever the class to which their employers 
belonged. A railway could not be made unless some 
one saved the food or the money to buy food for the 
navvies employed in constructing it, any more than it 
could be made without their labour ; and it is, therefore, 
idle to discuss whether capitalists, or labourers, contribute 
most to produce it. 

As all wealth is produced by labour, it follows that 
more will be produced in proportion as labour is more 
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continuous, more wisely directed, and carried on in more 
favourable circumstances. Yet many people suppose and 
legislators often act on the supposition that the way to 
make people rich is to force them to expend more labour 
in producing an article which can be obtained for less. 
If a man had two fields, one of which would yield thirty 
bushels of wheat to the acre, while the other would only 
yield ten, though requiring the same amount of labour to 
cultivate it, any one can see that it would be more profit- 
able for him to cultivate the more fertile field. Yet it 
was seriously believed that the wealth of England was 
increased by compelling the people to cultivate poor land 
rather than import the produce of richer lands in America. 
So a man who is engaged in making a thing for himself 
can see plainly enough that he gains by every process 
which abridges the time necessary for making it Yet 
laws have often been passed, and rules have been made 
to prevent the use of machinery on the ground that it 
ruins industry. Political economy teaches us that what 
is true of individuals, is true of society, and that we 
ought to fix our attention on the permanent interests ot 
consumers, and not on the temporary interests of pro- 
ducers. Every one is a consumer; and it is for the 
general good that things should be produced with as 
little labour as possible. No doubt, it is a hardship for 
men engaged in a trade to lose their occupation because 
fewer hands are required ; but this is no reason why 
other people should be forced to use bad or dear articles, 
in order to save them from the necessity of finding a 
fresh emplo)anent. 

Differences in the efficiency of labour may be owing to 
differences in the labourers themselves, or in the extent 
to which Nature co-operates with them. One man, or 
one race, may be physically stronger, or more intelligent 
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than another; and, if so, will produce more in similar 
circumstances. In this respect Englishmen enjoy an 
enviable pre-eminence among the nations of Europe. 
One English mower is said to do as much work as three 
Russians; and the contrast between the two races is 
quite as marked in factory labour as in farming. When 
foreign competition is spoken of as a danger, of which 
English manufacturers must beware, it is a common 
practice to refer to the low wages paid on the Continent : 
as if it were self-evident that highly-paid labourers can- 
not compete with poorly paid ones. Other things equal, 
of course they cannot ; but those who warn us against 
foreign competition seem to forget that the very reason 
why wages are lower on the Continent is, that the 
labourers are less efficient. It is a matter of universal 
experience, that it is often most economical to employ 
the best men, and to give them high wages. What the 
purchasers look to is not the number of persons employed, 
but the quantity of work done ; and it does not matter 
what the Continental manufacturers pay to each man, 
unless we also know how much work each man does. 

That Nature co-operates in dififerent degrees with the 
work of man at different times and places, is also a 
familiar fact. Farmers produce more when they work on 
a fertile soil, as miners produce more when they work in 
a rich mine, or in one which is near the surface. Farm 
labour is more efficient when the seasons are favourable to 
the ripening of the crops. It is generally at such times 
that complaints are heard of agricultural distress, but, in 
fact, an abundant harvest means that consumers — who 
are the whole people— get more in return for their labour ; 
and, if a few farmers or corn dealers, who have reckoned 
on high prices, lose money by the fall, the loss which 
they sufifer is but slight in comparison with the gain of 
eople in general. It is the interest of consumers 
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that production should alwaj-s be carried on as efficiently 
as possible by the most skilful and industrious labourers 
working in the most favourable circumstances. The 
method which is generally most conducive to the desired 
end is what is known as the division of labour. 

III. — Division of Labouk. 

Whenever a trade or manufacttu'e attains considerable 
proportions it is sure to give rise to division of labour. 
By this term is to be understood the assigning of one 
kind of work to one set of men who devote themselves 
exclusively to it 

If a book is to be printed in a great hurry, each page 
may be assigned to a single compositor ; but although the 
labour would then be divided among a great number of 
persons, there would not be division of labour in the 
economic sense of the term. All the compositors would 
be doing precisely similar work, and each of them could, 
if required, take the place of any of the others. 

Division of labour, properly so-called, is the system 
by which each man devotes himself so exclusively to one 
kind of work, that he becomes much better fitted than 
inexperienced persons to do his particular work, and in 
proportion less fit to do any other. A large manufactory 
is, perhaps, best calculated to impress the mind with the 
extent to which the system may be carried : for we may 
there see a large number of men crowded together in a 
small space, each doing a different work, yet all contribu- 
ting to the same results. Adam Smith illustrated the 
subject by 'describing a pin factory; and any one can 
furnish himself with fresh illustrations by referring to any 
manufactiure with which he is acquainted. But it is not 
necessary to go to a factory in order to realise the extent 
to which the system may be carried. Every one has had. 
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an opportunity of comparing a village with a town, and 
must have been struck by the contrast between the one 
shop of the village — where everything is sold — and the 
rows of shops in the town, each of which is devoted to a 
single trade. 

The whole fabric of society is one continued illustration 
of the efifects of division of labour : for, as civilisation 
advances, it becomes increasingly necessary for every one 
to devote himself to a smaller and smaller branch of in- 
dustry, and to rely on others to supply all but one of his 
own wants. 

Economists have devoted much thought to the discovery 
of all the advantages of division of labour. Its most 
obvious benefit is, that it increases the dexterity of the 
workman by confining him to the performance of the same 
operation whether bodily or mental. Every kind of 
labour makes a demand on some particular muscles, or 
on some power of the mind; and incessant practice 
strengthens the muscles as it quickens the mental powers. 
Every railway station affords an example of the ease with 
which a booking clerk can calculate the prices to be paid 
for an endless variety of tickets, and give correct change 
without any appreciable waste of time over the calculation. 
Every mechanical trade illustrates the ease and certainty 
with which experts can perform operations, which, to out- 
siders, appear almost impossible. In countries where 
women are engaged as porters, they will carry two, or 
even three hundredweight on their heads uphill, and will 
walk with a jar of water on their heads, without ever 
thinking it necessary to raise their hands to it. To those 
who have never tried, such performances seem incredible ; 
but continued practice strengthens the muscles of the 
neck, and enables the balance of the body tO be so well 
preserved, that they are done without any fatigue or ap- 
wehension. 
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Division of labour, to a great extent, causes the re- 
markable differences which we see in the capacity of 
different men for performing certain operations ; but when 
these differences are natural, it intensifies them, and 
enables them to be turned to account Mere practice 
will not make a feeble man a good porter, nor a weak- 
sighted man a good marksman ; but, under a system where 
each man is devoted to a single trade, each can find out 
the one for which he is best fitted : and the wealth of the 
whole community is increased by every kind of work 
being performed by the most efficient hands. The great 
variety apparent in the rates of wages ruling in diiferent 
trades is, in a great measure, the result of the division 
which enables every one to fijad an employment suited 
to his capacity. 

There is an obvious connexion between the scale on 
which production is carried on, and the extent to which 
division of labour can be carried. If there are fifty 
different processes to be performed division of labour is 
profitable only on condition that there is work enough 
to keep fifty men fully employed. If this is not the case, 
it is better that each man should perform two or more 
processes than that he should be kept idle when not 
required to do one particular part of the work. Hence 
there is a necessary difference between dififeient countries 
and different parts of the same country in respect to the 
extent to which division of labour is carried. 

Farming is, of all employments, the one which admits 
of the least division. The operations of ploughing, sow- 
ing, and reaping, cannot be performed at the same time : 
so it is impossible to devote one set of labourers to each 
of them. Moreover, farming cannot be confined in a 
small space ; and if a large crop is to be produced, a 
large number of men must be employed in doing pre- 
cisely the same thing in different parts of the country. 
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Thus, while manufacturers show an ever-increasing ten- 
dency to sub-division of employments, farmers continue 
to do as many different things as they did two thousand 
years ago. Increase of population brings with it a greater 
demand for farm produce, but leaves the farmer in the 
same state as before; while an increased demand for 
articles made of steel causes the steel trade to be divided 
into a greater number of special trades devoted to the 
manufacture of different articles. 

IV. — Capital. 

In all, except the earliest stages of society, it is neces- 
sary that men who are engaged in industry should be 
supported by food previously produced by themselves or 
others. It is only when men live by hunting or fishing 
that they can maintain themselves without accumulating a 
stock of food. Farmers raise their own food, but vegetables 
require so long a time to grow, that those who raise one 
crop must be supported by the produce of a previous one. 

Capital is the term used to denote all the things which 
are necessary for carrying on industry ; among which the 
food, clothing, &c., required to maintain the labourers 
are the most important. It is commonly made to include 
, also the material on which, and the machineiy with which, 
they work. As unassisted labour is much less efficient 
than that which is aided by machinery, it is clear that 
capital, in the form of machinery, affords a great help to 
industry. The machines themselves are the result of 
labour, and are only made useful by labour ; so that it may 
seem, and to many minds does seem, that labour alone 
has created the whole product. But this is only true in a 
limited sense ; for, besides the physical labour, there has 
been a moral and intellectual efifort which has directed 
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it into certain channels. Some one must have saved the 
food which the labourers have consumed while making 
the machine, and must have undergone a certain sacrifice 
by abstaining from using it for purposes of enjoyment. 
If the labourers support themselves, they have made a 
sacrifice by making a machine which affords no pleasure 
in itself, rather than something which would have given 
them pleasure : and, if some one else has fed them, he 
has made a sacrifice by abstaining from directing their 
labour to an object which would have given pleasure to 
him. Whoever has exercised this abstinence and pro- 
vided the food is, in economic language — a capitalist ; 
and his function is as indispensable to the production of 
wealth as that of the labourers themselves. 

Of course, in modem society, a capitalist does not, in 
ordinary cases, store up food himself for the benefit of 
those whose labour he directs. It is more convenient to 
him, as it is to them, that he should pay them in money, 
and leave them to buy what they require at such times, 
and in such manner as they please. Indeed, the truck 
system, or payment of the labourers in kind, is regarded 
by them as a great hardship : and is, in this country, pro- 
hibited by law, on account of the frauds to which it gives 
occasion. A capitalist, therefore, does not now-a-da^s 
save up food, but saves money with whicti food or ma- 
chinery can at any time be bought. This, however, does 
not alter the nature of the process, though it makes it 
somewhat more obscure. The capital of a Joint-Stock 
Company is reckoned in money for the sake of conve- 
nience ; but, in valuing the assets, the plant and materials 
are always included. In the case of a bank, which deals 
in money, the coin and notes held in reserve may be 
properly considered as part of its capital ; but even a 
bank is really employed in furnishing those who borrow 
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from it, with food, machinery, &c., for carrying on in- 
dustry. It would not be convenient, and would, in fact, 
be impossible for a bank to keep in store all the goods 
which its customers want ; but by lending them money 
it enables them to procure whatever they require. Those 
who possess more money than they can employ in their 
own business invest it in various companies, or lend it to 
.bankers. In either case, they supply them with the means 
of procuring capital. If the shares of a company are 
subscribed for, the promoters are able to hire workmen, 
and to buy the materials and machines which are required 
according to the nature of the business. If bankers are 
well supplied with money by their depositors, they lend 
it again to manufacturers, who employ it in the same way 
in extending their operations. 

Money simply enables people to get possession of 
capital, but is not itself capital. Labourers cannot be 
maintained, nor can machines be worked, with money ; 
and as long as a country is well provided with the means 
of maintaining and employing labourers, it has abundance 
of capital, whatever may be the dearth of coin. At a 
time of commercial panic, we sometimes see estimates 
of the extent of the loss which the country has suffered ; 
a^d in making the calculation, it is often assumed that 
the depreciation in the price of the shares of public com- 
panies represents so much loss of capital. To those 
shareholders who are obliged to sell at such a time, the 
depreciation is, of course, equivalent to a diminution of 
the capital which they can command. But the country, 
as a whole, is no loser. Provided that a railway is in a 
thorough state of repair, and its rolling stock and working 
staff are sufficient for a regular service of trains, it is just 
as useful to the public, whatever the price of its shares 
may be. 
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Capital, as has been said, is the result of saving ; and 
is only maintained by a continual process of saving. But, 
at the same time, it is continually consumed. Every 
machine wears out in time ; and food, and raw materials 
cease, as soon as used, to exist in their former shape. As 
capital is necessary to industry, while, at the same time, 
the articles of which it consists do not last for ever, it 
follows that care must be taken to replace the capital 
used in one operation by a fresh supply by the time that 
the work is completed. While farmers are consuming 
food previously accumulated, they are producing a fresh 
supply, which can, in its turn, be used as capital. While 
engineers are using machines, and so wearing them out> 
they are making new ones to be used when the old are 
no longer fit for employment. 

The destruction of capital only becomes an evil when 
it takes place without any corresponding production. 
Over-consumption is a more correct term than over-pro- 
duction to describe the waste which brings on depressioa 
of trade and commercial crises. It is not because too 
much is produced, but because what is produced is im-- 
properly used, that capitalists and workmen are reduced 
to poverty. 

V. — Movements of Capital. 

The direction which industry shall take is determined by 
the movement of capital. Mere demand for an article 
is not, in itself, enough to cause it to be produced, unless 
the country already possesses capital which can be em- 
ployed to produce it. If the labour of the people is,, 
from any cause, so inefficient that each man only pro- 
duces enough food for himself and his own family, no 
labour can be spared for the production of anything; 
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except food ; and the whole capital of the country will 
be absorbed in this single occupation. But if the labour 
of the farmers is so efficient that each man raises enough 
food to support another family, as well as his own, half 
the people are left free to engage in other kinds of pro- 
duction. Those who are in possession of the surplus 
produce, find it to be their interest to employ it in 
maintaining labourers to produce those articles of luxury 
or convenience which are best suited to the tastes of the 
people. Thus, while one set of men are raising food for 
themselves and others, another set are building houses 
for themselves and also for the farmers in return for the 
food supplied, and so on with every other occupation. 

As the needs or tastes of the people vary, capital 
shifts from one trade to another. The article which is 
no longer in demand is no longer produced ; and the 
capital formerly used in producing it is devoted to sup- 
porting the labourers who are transferred to another 
employment. 

There is, perhaps, no proposition in Political Economy 
which is more sure to be disputed by working men than 
this : that labourers who are turned oflf from one employ- 
ment will be transferred to another. Every workman 
knows, from his own experience, that his transfer to 
another employment is neither easy nor certain ; and 
many regard it as an instance of the unpractical cha- 
racter of Political Economy that it makes an assumption 
so glaringly at variance with facts. But, in truth, econo- 
mists do not assert that a man who is discharged from 
one employment, is sure of finding another immediately, 
or, even at all. What they assert, and what is perfectly 
true, is that more men will be employed in those trades 
which suit the public demand, while fewer will be retained 
in those which are not in favour. Forty years ago there 
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was a great transfer of capital, and with it, of labour, 
from the coaching trade to railways ; and the fact* remains 
true, whatever may have been the difficulty of finding 
fresh employment for the coachmen, grooms and hotel 
servants, who were displaced. So, if means are devised 
for bringing electric light into use in places now lighted 
by gas, it is certain that capital and labour will be de- 
voted to the work of lighting by electricity ; and if this 
is done to any great extent, some capital will be with- 
drawn from the production of gas. Whether tlie same 
men who were employed by the gas companies will be 
employed in working the electric light, is a question 
totally distinct from thp general statement that there will 
be a transfer of capital into t!he new undertaking. The 
companies which receive numerous orders for the supply 
of light will be able to employ more men, while those 
whose business falls off will be obliged to dismiss some 
of their servants ; and, looking at the subject in a general 
way, we may correctly say that capital is transferred from 
the one to the other. 

The direction in which capital shall be employed is 
determined by the demands of consumers ; but it does 
not follow that consumption is the cause which enables 
people to find employment. 

It is a common notion among tradesmen that the con- 
sumption of the rich is a benefit to trade and industry, 
and that if rich people do not spend much on pleasure, 
poor people will be kept out of work. It is obvious that 
a time at which many balls and dinner parties are given, 
is a good time for confectioners and ' milliners ; but it 
does not follow that it is a good time for trade in general. 
Rich people are able to give employment to the trades- 
men with whom they deal, not because they are con- 
tinually consuming, but because others are continually 
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producing and giving them the produce pf their labour. 
If a rich man's income is derived from land, his power 
of giving employment to others does not depend on his 
spending it in hunting or shooting ; but on the regularity 
with which his tenants raise com, grass or cattle, by the 
sale of which they contrive to pay their rents. In what- 
ever way a landlord spends his income, he must give 
employment to somebody. If he maintains a large 
household, he gives employment to a number of ser- 
vants. If he employs it in the formation of a library, 
he gives employment to printers, or, at least, to book- 
sellers. If he saves his money, he is pretty sure to invest 
it in some company which gives employment to labourers, 
of one kind or another. If he leaves it lying at his 
banker's, the latter will probably lend it to some one 
who will employ it in industry : that is, in maintaining 
labourers to supply some public want. As far as the 
working-classes are concerned, it is better that the rich 
should save, than that they should spend their incomes 
in luxury. By the latter course they simply cause capital 
to be employed in much the same way as it has formerly 
been, and in one which confers no permanent benefit on 
the rest of society. If, on the other hand, they save, 
they are obliged to find a new investment for their 
savings : and as the most profitable investments are 
those which supply the wants of the largest number of 
customers, the working-classes are sure to be benefited 
by the new enterprises thus called into existence. 

There has been much dispute as to whether the intro- ^ 
duction of new machines is a benefit or an injury to the 
working-classes. In discussing the question as a general 
one, it must be borne in mind that these classes form 
the majority of consumers : and that they are, therefore^ 

nefited by every improvement which cheapens the pro- 
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•duction of articles in general use. Railway companies 
derive more from third-class passengers than from either 
the first or the second-class, and the bulk of the goods 
which they convey, are intended directly or indirectly to 
be consumed by the working-classes. What is true of a 
railway — which is a machine for effecting locomotion — 
is true of every other machine or process by which labour 
is saved. There can, therefore, be no question that 
labourers, as a whole, benefit by the introduction of 
machines into any business which supplies a general or 
universal want. But there remains the question whether 
the temporary interests of one class of labourers are, in 
this respect, at variance with those of the whole body \ 
and it must be admitted that they sometimes are. 

During the last few years a substitution of steel for 
iron rails has been going on throughout the railways of 
this and other countries, and it can hardly be doubted 
that this is one of the many causes which have contri- 
buted to the general depression of trade. Steel rails 
being much more durable than iron ones, it is not neces- 
sary for them to be so frequently renewed, nor, there- 
fore, for so many men to be employed in keeping up the 
supply. As, moreover, the districts in South Wales — 
where iron rails were formerly produced — are not so well 
fitted for the production of steel, it has become necessary 
to close many of the AVelsh mines ; and it is difficult for 
the miners to find employment elsewhere. This, how- 
ever, is no reason for preventing the use of steel by 
forcible means : for no improvement can be made with- 
out leading to the discontinuance of some old process ; 
and the greatest injury which can be done to the working- 
classes, is to prevent them from getting what they want 
with as little labour as possible. 
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VI. — Land. 

The third requisite for the production of wealth is, 
what may, for shortness, be called land — including under 
this term all the forces of air, earth and water, which can,, 
in any way, be made useful to man. Wealth, it must be 
remembered, consists of material articles, and, as matter 
cannot be created, the production of wealth cannot go on 
without some natural objects for men to work upon. 

The advantage of a fertile soil to the people who cul- 
tivate it is obvious enough. The ancient seats of civili- 
zation — Egypt, India and China — are all countries which 
are fertilised by great rivers : and there can be no doubt 
that their fertility did much to enable their inhabitants- 
to amass wealth, while surrounding nations remained 
poor, and, consequently, barbarous. Yet it is probable 
tliat the rivers did not confer so great a benefit directly^ 
by rendering the country m-ore fertile, as they did in- 
directly, by helping the people to communicate and ex- 
change their produce with one another. Water carriage 
is always less costly than land carriage, because no labour 
is required to keep the road in repair ; and those who 
live on the banks of a large river, or on the sea-coast^ 
enjoy a great advantage over the inhabitants of inlajid 
districts, in being able to carry on a more extensive 
trade. 

Facilities of communication encourage division of 
labour : for they enable the people of each district to 
devote themselves to the work which they can do best^ 
feeling confident that their own wants will be supplied by 
others. If England were not provided with good har- 
bours, it would be necessary for a much larger number of 
Englishmen to employ themselves in raising food ; but 

it is so easy to bring corn to England from any part 
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of the world, Englishmen find it best to devote themselves 
to raising and manufacturing iron and other metals for 
exchange for the com of more fertile countries. 

It is best for the production of wealth that every 
country should devote itself to that kind of work for 
which its soil and climate are best adapted. As England 
is better provided with coal than any other part of Europe, 
it is better that English capital should be employed in 
raising coal for other countries, from which wine can be 
imported, than that a great expense should be incurred 
in growing vines in a climate which is so much less 
suitable for them than the sunny regions of Southern 
Europe. 

But it is impossible that any extensive country can 
devote itself to mining or manufactures to the total ex- 
clusion of farming. People who are struck by the mar- 
vellous growth of London, sometimes say that the time 
will come when the whole of England will be one large 
town ; but such a notion cannot be seriously entertained. 
A town requires rural districts to feed it ; and whatever 
advance may be made in methods of locomotion, those 
farmers who live near a large town will always enjoy an 
advantage over more distant rivals ; and the growth of 
towns will always encourage the cultivation of the sur- 
rounding country. 

There is an important difference between manufactures 
and those branches of industry which are devoted to the 
raising of produce from the earth, whether by working 
mines or cultivating the soil. 

In manufactures it may be assumed that ten men will 
be able to produce at least ten times as much as one 
man, and they may generally be expected to produce 
more than this. If there is a great demand for any manu- 
factured article, it becomes profitable to ontHiMMIisive 
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machinery, and to effect a great sub-division of labour, 
by which its cost will be much reduced. 

But witli minerals or farm produce the case is gene- 
rally the reverse. The number of men employed on a 
particular farm cannot be increased beyond a certain 
point without a falling off in the efficiency of their labour 
as measured by its results. By using more manure, and 
digging the groupd more carefully, the crop may be in- 
creased ; but not in proportion to the amount of labour 
and capital employed ; and there is a point beyond which 
further expenditure would be mere waste. The number 
of plants which can grow on a certain space is limited ; 
although there are few spots of ground where this limit 
has actually been reached. Thus, an increased demand 
for farm produce makes it necessary that more land should 
be taken into cultivation ; and, if, as it is reasonable to 
assume, the best land is first reclaimed, it is necessary 
continually to resort to inferior soils : and inferiority 
simply means yielding less in return for the same amount 
of labour. The same principle applies to minerals. If 
there is an increased demand for coal, it is necessary 
either to descend further 'into the old mines, or to open 
new ones ; and, in either case, the expense of production 
is increased. Even if new mines or new farms equal in 
fertility to the old can be discovered, they are tolerably 
sure to be further off from the towns to which their pro- 
duce is to be sent ; and thus the expense of conveyance, 
at all events, is increased. Efforts, no doubt, are con- 
tinually made to reduce the cost of conveyance, as well 
as to abridge ever}' other kind of labour. Every new 
railway tends to keep down the cost of the produce of 
the district through which it runs, and every new machine 
which is introduced into a mine, tends to lower the cost 
of the minerals. Still the fact remains, that whatever 
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improvements may be made in these branches of industry, 
there is another force constantly at work tending to make 
labour less efficient. The cost of manufactured articles 
is only affected by this cause, when the cost of the raw 
material forms a considerable part of the expense of 
producing them. A piece of iron worth twopence may 
be made into fifty thousand watch-springs worth twopence 
each ; and it is clear that an enormous fluctuation in the 
price of raw iron may take place without any change in 
the price of watch-springs. 

Farming also differs from manufactures in another re- 
spect which is of great importance in economic discus- 
sions. Not only is it impossible for farmers to increase 
their produce to any extent they please, but they can 
never tell beforehand what their produce will be. This 
disadvantage is shared by gold-miners ; but miners in 
general kno\v pretty well how much they will be able to 
raise by a given amount of labour. Farmers depend on 
the weather for the amount of their crops, and as the 
weather cannot be known beforehand, they cannot tell 
what crop to expect in return for their labour. Even if 
one farmer could tell how much his own land would yield, 
he could not know how much would be raised on the 
lands of other farmers who compete with him ; and, as 
he cannot fix a higher price than the rest, he is practically 
unable to tell beforehand whether his labour will prove 
remunerative or not. 

This has an important beaiing on the question — 
whether contracts made by farmers should be expressed 
in money or in kind. Generally speaking, it is best for 
all parties that contracts should be expressed in money, 
which every one finds most convenient for obtaining what 
he wants. But it is very often a hardship for farmers to 
be compelled to pay their rents in money : because at 
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the time when the rent is fixed they have no means of 
foreseeing the price which they will be able to realise in 
a future year. On the continent of Europe this fact is 
generally recognised : and in many parts the landlord's 
rent varies according to the amount of the crop. It is a 
subject of complaint among the Indian peasants that the 
Government insists on having its rent or Land Tax paid 
in money. 
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CHAPTER IL 

POPULATION. 

I. — Malthus's Law of Population. 

In many respects farmers are worse off than manufac- 
turers ; but there is one in which they enjoy a not un- 
important advantage. Manufactured articles depend for 
their sale on the tastes of consumers, and a change of 
fashion may at any time render an article unsaleable. A 
new rival may enter the field, and, by producing better 
and cheaper articles on a large scale, may compel his 
predecessors to close their works. But farmers are, to a 
great extent, protected against both these risks. It is,, 
indeed, necessary for them, as for all others, to produce 
such things as their customers want, and to work as in- 
dustriously as their competitors, if they do not wish to be 
supplanted by them. But they need not fear that any 
enterprising capitalist will be able to produce so much 
from his land that it will no longer be necessary to culti- 
vate theirs ; and they also know that however great the 
quantity of food produced, it will always find a market 
for itself. 

When an article, which, on account of its dearaess, 
is only consumed by the rich, has been reduced in 
price, there is always a prospect of its finding a larger 
sale among a poorer class of consumers ;,j 
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tinguished above other articles by its power of calling fresh 
consumers into existence. A cheapening of food is 
tolerably sure to be followed by an increase of population. 

The writer who first brought into notice the connexion 
between the increase of food and that of population, 
was a clergyman of the name of Malthus.; and hence the 
formula, in which he expressed his principle, is often 
called the Malthusian Law of Population. 

It is to the effect that the fertility of the human race is 
too great for the increase of food to keep pace with it ; 
and that, therefore, one of two things must happen in 
every part of the world : either a great many people must 
abstain from bringing children into the world, or a great 
many must die prematurely. 

Malthus showed that in some of the newer States of the 
American Union, the population had actually doubled in 
twenty-five years, after making all proper deductions for 
the influx of emigrants and of their offspring. Such being 
the possible rate of increase, it is easy to see that popula- 
tion cannot long continue to increase at such a rate. 
We may admit that the quantity of food raised in England 
may, twenty-five years hence, be double what it is now ; 
but, if the population continued to double every twenty- 
five years, it would, at the end of a century, be sixteen 
times as large as now ; and we cannot suppose that the 
country will then yield sixteen times as much food as at 
present. 

As people cannot live without food, the population of a 
country cannot increase faster than the supply of food 
obtained by its inhabitants. Except, therefore, in such 
cases as the newly colonised parts of America and Aus- 
tralia — where no check is put on population by the diflli- 
culty of procuring food — we find that population is always 
kept down by one of two causes. There is either what 
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Malthus called a positive check, in the form of premature 
deaths brought on by poverty and disease ; or, there is a 
preventive check consisting in the voluntary restraint 
put by the people themselves on their power of multipli- 
cation. Malthus expended much time and labour in 
proving this proposition by reference to the condition of 
almost every part of the world. 

The positive check is, unhappily, the most general in its 
operation ; and, in our own country, the enormous number 
of deaths which take place among children, show that 
too many are brought into the world to be comfortably 
provided for. In some countries, as in France, the people^ 
as a whole, are much more prudent : it being generally 
considered that two children are enough for a family. 
The consequence, of course, is, that the population hardly 
increases at all ; but if the children are as industrious as 
their parents, they will be as comfortably off; and every 
improvement in farming or manufactures enables the same 
number of people to obtain more produce in return for 
the same amount of labour. 

It will be seen that the law of population thus set forth, 
simply expresses a natural fact : the impossibility of an 
unchecked exercise of the power of men to propagate 
their race. It is useless to denounce Malthusianism as 
being hard-hearted, unjust or cruel, or to give it any 
other hard names, when it is merely the expression of a 
truth which all must admit who will bestow any attention 
on the subject If more children are brought into the 
world than can be maintained in it, some of them must 
die; and the hardness of heart is shown, not in stating 
this to be a necessary consequence, but in acting so that 
premature deaths must result. An access of births beyond 
what the country can afford, is not necessarily followed 
by deaths from actual starvation; but there are maar 
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diseases to which under-feeding and over-crowding give 
rise ; and an undue increase in the families of the poor 
must produce distress amongst them. 

The advice which Malthus gave to people in general, 
was not to marry until they had a reasonable prospect of 
being able to maintain a family ; and, when married, not 
to increase their families beyond the number which they 
could afford to maintain in comfort. He is often repre- 
sented as if he had said that no one ought to marry ; but 
it would be a more correct expression of his ideas to say 
that he wished every one to marry ; for he maintained 
that if every one postponed marriage to a later period 
than is now usual, there would be smaller families and 
fewer bachelors and spinsters, and that this would be to 
the general advantage. Thus the advice which was given 
by Malthus is precisely similar to that which every prudent 
father gives to his children ; and the hardship which it 
entails, is simply that of sacrificing one's own desires for 
the sake of the future happiness of one's-self and children. 
It is called unnatural to advise people to make such a 
sacrifice, as if there were any duty which did not involve 
some sacrifice, or any passion which could be safely 
indulged without restraint. 

It is not to be expected that much effect will be pro- 
duced by merely telling people that imprudent marriages 
are the cause of distress, unless something can be done 
to put them in such a position that they will be naturally 
inclined to take a prudent, rather than an imprudent 
course. Political Economy regards men as acting in ac- 
cordance with what they suppose to be their interest; 
and the object which economists seek, is some method 
of making imprudent marriages inconsistent with the 
apparent interests of those who are now most likely to 
contract them. Imprudent marriages often result from 
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poverty, which makes people feel that whatever they do 
they cannot be worse off than before ; and any scheme 
of reform must embrace some means of insuring that 
labourers shall have some standard of comfort which thev 
would be unwilling to forfeit/ 

The countries where the people show the greatest self- 
restraint in matrimonial matters are those in which the 
peasants are the owners of the land which they till ; and 
it is natural that such should be the case. A farmer can 
see for himself how many persons can be supported by 
the produce of his own land ; and is naturally unwilling 
to increase his family beyond this number. 

Where farm labourers simply depend upon wages, it is 
by no means clear to them that their children will find 
greater difficulty in obtaining employment in proportion 
as they are more numerous. They will have to compete 
for employment, and it is by no means certain that they 
will not all be able to get it somehow or other. If their 
village is too small for them, there are the towns to resort 
to, and there is emigration, as a last resource. 

Any reform, therefore, which would convert hired 
labourers into peasant proprietors might be expected to 
improve their condition by restricting their numbers within 
the limit prescribed by the productive power of the 
country. This is merely one of the considerations sug- 
gested by a study of Malthus's arguments; but it is 
enough to show that there is nothing in them inimical 
to the interests of the working classes. 

II. — The Poor Law. 

Although Malthus's law of population appears self- 
evident as stated, it leads to many consequences which 
are by no means obvious, and are often overlooked. 
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Any one can see that population cannot increase at the 
highest rate which the fertility of the human race would 
render possible ; but every one does not see the conse- 
quence that population requires no artificial stimulus to 
encourage its growth. Yet a little consideration makes 
it evident that the growth of population is checked, not 
by the difficulty of bringing children into the world, but 
by the lack of food to maintain them in it ; and it fol- 
lows that any considerable increase in the quantity of 
food will be succeeded by a spontaneous increase of 
population. 

The old Poor Law was framed and administered on 
the principle, that a citizen who produces children fur- 
nishes servants to the State, and ought to be encouraged 
in so laudable a work. The parish allowance was there- 
fore fixed at such a rate as would enable those who 
received it to maintain a family, and was increased with 
the birth of each child. Thus the natural check which 
poverty imposes on the growth of population, was re- 
moved as far as the parochial authorities could remove 
it, and a large increase in the poor-rates was the natural 
result. 

It was to the removal of this abuse that Malthus par- 
ticularly devoted his efforts ; and the npw Poor Law of 
1834 was an attempt at reform in the direction which he 
indicated. Its principle was, that no relief should be 
given except on condition that the recipient entered the 
workhouse, and, within the workhouse, the separation of 
the sexes was to be strictly enforced. Had the law been 
strictly executed, the result would have been, that no one 
in receipt of parish relief would have been able to 
increase his family ; but it has not been so executed, and 
out-door relief is still given to a very large extent, 
although not in as reckless a manner as under the old 
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law. A case has lately come under my own notice in 
which a blind man had been receiving parish relief for 
years, and, with its assistance, maintaining a wife and an 
increasing family. His income was also in part obtained 
by fiddling in the streets, which is only appealing for 
charity in another form. Thus both official and private 
charity were combining to enable him to bring up child- 
ren whom he could not support by genuine industry. 

It is, no doubt, difficult to administer charity in such 
a way as not to encourage improvidence, but a knowledge 
of the law of population furnishes a useful principle for 
the guidance of the charitable. It seems cruel to force 
the poor into the workhouse for which they entertain so 
intense an aversion ; but it is for the interest of the poor 
themselves that the number of paupers should be kept 
as small as possible. It must be remembered that the poor 
rates press most heavily on the smaller householders : 
and therefore it is not a question between the rich and 
the poor, but between the industrious and provident poor 
and the idle and improvident. All who live without 
labouring, must be supported in some form or other by 
those who do; and whatever increases the number of 
recipients of public charity imposes more toil and suf- 
fering on industrious labourers. This must be the case 
in any state of society, however difficult it may be to 
trace the connexion of cause and effect. 

Socialist writers are apt to argue as if poverty were a 
consequence of the institution of private property, which 
enables lucky individuals to get more than their proper 
share, and, consequently, compels others to put up with 
less. Malthus's work was called forth by the writings of 
Godwin, the socialist of his time ; and this question has 
ever since been a battle-field between economists and 
socialists. The latter dilate on the misery which 
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panics the institution of private property, and assume 
that it could all be prevented if proper means were taken 
to secure an equitable division of wealth. Economists, 
on the other hand, strive to discover the real cause 
which renders the share of the many so very small, and 
refuse to admit that any remedy can be effectual which 
does not strike at the root of the evil. Mill has ex- 
pressed the economic view of the subject by saying, that, 
though in strict justice everyone has a right to sit down 
at the common table of mankind, yet no one has a right 
to invite strangers to it without the leave of the rest. 
Whoever does so, may fairly be called on to provide out 
of his own share for those whom he invites. Thus, if a 
man is unable to maintain his children, he cannot reason- 
ably complain if others refuse to assist him, except on 
condition that he shall not bring any more into the world. 
Such a condition is essential in the administration of 
official charity, and it would be well if all those who have 
management of private charity would act on a similar 
principle. 

Many societies have been established for the benefit 
of the blind, who are a class certainly entitled to charit- 
able assistance; but care ought to be taken not to 
relieve them in such a way as to produce more poverty. 
Yet the management of some of these societies is such 
as directly tends to increase the poverty which they pro- 
fess to relieve. The fact of a man being blind is not a 
reason why he should not marry ; but if he is receiving 
charity or semi-charitable employment, there is a strong 
reason why he should not marry a blind woman. Such 
marriages do not indeed generally, or, so far as I know, 
ever produce blind children : but as the blind cannot, 
except in extraordinary cases, earn as much as those who 
see, such a couple must be poorer than the average 
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of their class ; and their children, if they have any, must 
be brought up in great poverty, besides being subject to 
all the disadvantages of having both parents destitute of 
the most valuable of the senses. Yet there is an institu- 
tion which gives employment to the blind in which a 
preference is actually given to blind couples. The ma- 
nagers may be actuated by the desire to give assistance 
to those who stand most in need of it ; but it is easy 
to see that such a rule soon becomes known to those 
whom it concerns, and must lead to marriages being 
contracted, in the hope that admission to the institution 
will thus be secured. Thus, while the blind are relieved, 
more poverty is created, and fresh appeals have to be 
made for charity to relieve the distress which charity 

, produces. 

III. — Emigration. 

Though it is clear that a limited country cannot furnish 
subsistence for a population which is continually doubling 
every twenty-five years, there are still two courses open 
by which the necessity of putting any restraint upon 
population may be avoided. More food may be brought 
into the country from abroad, or a number of its inha- 
bitants may leave it to settle in other countries. Thus, 
for a time, and it might be for a considerable time, one 
country might be exempt from the necessity of self-re- 
straint to which all must at length submit. But, in point 
of fact, neither of these methods can be adopted on so 
large a scale as to leave the population of any old country 
unfettered in its rate of increase. 

During the period 1851-76 the population of England 
and Wales is computed to have increased from eighteen 
millions to twenty-four millions — that is, to say, to have 
increased by one-third. If the eighteen millions were to 
leave thirty-six million descendants at the ead of the 
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period, it would have been necessary for twelve millions 
to emigrate during its continuance : and this would give 
an emigration at the rate of about half a million persons 
a year — a much higher rate than has ever been attained 
by the whole United Kingdom, even during the pressure 
of the Irish Famine. While, therefore, emigration cannot 
be expected to exempt people from the necessity of 
limiting their numbers, it does, undoubtedly, furnish a 
partial and temporary escape, from the difficulty; and, 
if properly managed, may confer great benefit, both on 
those who go, and on those who remain behind. 

The countries towards which emigration should be 
directed, are obviously those which possess an abundance 
of unoccupied land, by tilling which the emigrants may 
produce, not only enough food for themselves, but a 
surplus, which they can export to the country they have 
left, and thus enable it to maintain a larger number of 
inhabitants. 

In the last century there were some who dreaded lest 
emigration should depopulate England ; and one of the 
few Englishmen who rejoiced over the prospect of Ame- 
rican independence, did so on the ground that, if the 
American colonies ceased to be subject to the mother 
country. Englishmen would cease to emigrate thither, and 
England would not be depopulated. Thus he not only 
committed the mistake of supposing that his countiymen 
would not emigrate to an independent State, but also 
that of assuming that his country was unequal to the task 
of filling up the gaps made by emigration. Malthus's 
law shows us how easy it is to supply the places of those 
who emigrate, and how the real difficulty is not to pro- 
duce human beings, but to find the means of maintaining 
those who are produced. 
^IHMtaigrants generally are, and it is desirable that they 
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should be, young persons who find it difficult to obtain 
employment at home ; and it is easy to see that the de- 
parture of each competitor leaves more room for those 
who stay behind. Those who obtain the places competed 
for are able to remain at home and bring up families, while 
those who emigrate have a chance of doing the like in 
another land. If they had remained they would not all 
have been able to find profitable employment ; nor con- 
sequently to marry and bring up children, and their 
places are soon filled by the children of those who suc- 
ceed in life. 

If the emigrants take to farming in their new home, 
they are able to export food to the land which they have 
left, and thus render possible an increase of its population 
which could never have taken place if they had remained 
behind. There is, therefore, no reason to be surprised 
that the population of a country which is continually 
sending forth swarms of emigrants still continues to in- 
crease. As long as the stock of food in a country in- 
creases, so long will the number of its inhabitants increase 
in proportion, and nothing will diminish their number 
which does not lessen the supply of food. 

Emigration is, in all respects, the best remedy for what ' 
is known as " over-population." This term, though it is 
used rather vaguely, may be taken to imply a state of 
things in which there are many persons able and willing 
to work, but unable to find employment. To a certain 
extent every country may be said to be over-peopled j 
for there are always many persons who, at any given 
moment, are out of employment But it is only among 
a people who possess some amount of enterprise that 
emigration will be regularly resorted to as a relief from 
such distress or difficulty. 

The countries which send out the largest number* of 
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emigrants are not those which contain the densest popu- 
lation — as measured simply by the number of inhabitants 
on each square mile of territory. The population of 
Holland is, in proportion to its extent, more than twice 
as large as that of Scotland ; yet, while many thousands 
of Scotchmen emigrate every year, the Dutch hardly emi- 
grate at all. The density of population in Germany is 
but a trifld greater than it is in France, yet while the Ger- 
man emigrants form a large contingent of the annual addi- 
tion to the population of the United States, the number 
of French emigrants is insignificant. It would be 
difficult, if not impossible, to explain the causes of these 
differences ; but the immediate cause, at all events, is 
the difference of national character. The French and 
the Dutch seem to think that it is much better to put up 
with certain privations in their own country, than to seek 
to better their fortunes elsewhere ; while the Scotch and 
Germans seem to be of the opinion that a country which 
cannot provide them with what they require has no claim 
to their continued sojourn in it. Whatever may be the 
merit of these different opinions, considered from the moral 
or patriotic point of view, there can be no doubt that as 
regards the production of wealth, the world derives more 
benefit from those who will emigrate in the hope of 
getting rich, than from those who will rather remain poor 
than leave their native country. 

There are difficulties and objections in the way of 
emigration ; but the men who are not daunted by diffi- 
culties, will succeed in the pursuit of wealth, as in all 
other enterprises. Still it is desirable that emigrants 
should distinctly understand what are the difficulties 
which they will have to encounter : as much of the ill- 
success which has attended individual and collective emi- 
JOD, has arisen from imperfect knowledge of the cir- 
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cumstances in which the settlers would be placed. The 
mere general statement, that labour is in great demand, 
is not enough to show that any one individual will easily 
find employment ; much less that he will permanently 
retain it after he has found it Every intending emigrant 
should take some pains to get information about the 
country in which he means to settie, and should seriously 
consider whether the kind of labour which he can per- 
form is such as will be required there. Such persons are 
very apt to say when asked what they can do, that they 
can turn their hands to anything ; but such an answer, 
unless qoming from a mere boy, is rather apt to prevent 
them getting employment than to assist them in so doing. 
Although the division of labour is carried to a much less 
extent in new than in old countries, still, in every part 
of the world previous knowledge is an advantage in com- 
mencing work, and everyone should have some trade 
with which he is well acquainted. 

As the first thing to be done in a new country is to 
cultivate it, the classes best fitted for emigration are those 
connected* with farming ; and there can be little doubt 
that colonisation could be carried on, on a very large 
scale, and with great advantage, if English farm-labourers 
thoroughly understood the benefits which emigration 
would afford them. Unfortunately the very poverty 
which might thus be relieved prevents them fi:om learning 
of these benefits, and by preventing them from saving 
money, disables them from procuring them : for no very 
large stream of emigration can be maintained except at 
the expense of the emigrants themselves. 

Making allowance for all defects in its practical applica- 
tion, emigration still remains the best remedy for all the dis- 
tress and hardship consequent on the difficulty of finding 
adequate support for a continually increasing p opulation. 
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CHAPTER III. 
VALUE. 

I. — Measure of Value. 

Wealth, as dealt with in Political Economy, is wealth 
which can be exchanged; and no article can be con- 
sidered — for the purposes of the present discussion — as 
possessing value, unless there is some other person 
besides the owner who would give something in exchange 
for it. A man may say, and say with truth, that an 
autograph or a lock of hair of a deceased friend is of 
more value to him than all the rest of his property ; but 
unless some one else shares his opinion, the article can- 
not be said to have any commercial value. The varieties 
of individual taste are so infinite that it would be im- 
possible to account for them all ; and it is only when an 
article possesses qualities which attract a number of pur- 
chasers, that it becomes of sufficient importance for 
economists to consider what are the circumstances which 
make it valuable. 

The value of a thing is the esteem in which it is gene- 
rally held ; and it is clear that nothing can possess value 
unless it satisfies some need or desire which is felt by 
human beings. It does not follow that those articles 
which satisfy the most pressing wants are, therefore, the 
t valuable, though this would be the case in a time 
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of scarcity. Our appredaticHi of the things which we 
require and use, depends at anj given moment, not solely 
on their intrinsic importance, but also on the probable 
difficulty of procuring them. 

Food is, of all things, the most necessary to our satis> 
faction, but is not, as a general rule, the one on which 
we set the highest value. During a famine or a siege, 
the value of food rises in proportion to its intrinsic 
merits ; but in ordinary times its value depends on the 
difficulty of procuring it ; and people are willing to take 
only a small stock, because they are certain of being able 
to procure more when the necessity arises. 

Thus, there are two distinct forces at work regulating 
the value of every article. One consists of the various 
qualities which make the possession of an article desir- 
able, while the other embraces all the circumstances 
which make its possession difficult of attainment For 
the sake of brevity, we may say, that the two circum- 
stances which combine to give and to regulate value are 
utility and difficulty. However useful a thing may be 
it cannot hafp value in exchange, if— like the air of the 
atmosphere — it can be obtained without difficulty in un- 
limited quantities ; and however difficult a thing may be 
to procure, it cannot possess value unless it ha» some 
intrinsic merit to recommend it lietween tbci^ two 
extremes there lie an infinite variety of cji^sy^ fO^^f^iC ri^ 
to every conceivable degree o( value ; and aa th^ < Ic/utw 
stances on which the value of each arr j/J/r f\&.f^^f,/U ^^a 
continually changing, the variatkm.<^ (4 ^t^hi^ *f^, '/^fy^^->^\ 
and infinite. 

In order to decide whkh </ two IKva^* /^ *iv* mz/k^ / ».♦ ^ 
able nothing mcwc k gt««a% jii^,^;wti^^ <?-^«pv v,. ^//<-^^y^A 
their prices. At tfee ^»%5ft;-^ i*.^%*r ^^v; >>**/>» ^ w - *^ 
which comaxsusdji i^ iji<^ >^>>V; M*ur 'A .m#vm *M^ 
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esteemed than one which only fetches a low one. A 
purchaser makes a greater sacrifice when he pays a larger 
sum of money ; and his willingness to submit to it shows 
that he considers the object to be worth more to him 
than another article for which he will not sacrifice so 
much. But when we desire to make a comparison 
between different countries, or between different periods 
in the history of the same country, the prices realised by 
a particular article do not afford so satisfactory a criterion 
of its value. 

The price of an article is its value measured in money, 
but money itself is a commodity whose value is liable to 
vary like that of other things ; and any variation to which it 
is exposed must necessarily vitiate the comparison. It 
is generally acknowledged that money is of less value in 
Australia than in England ; but those who admit the fact, 
do not find it so easy to measure the difference in its 
value. It is commonly said that prices are higher in 
Australia, but this is not true in regard to bread and 
meat ; and when it comes to striking an average of 
prices, there arises the difficulty — or rather, impossibility 
— of deciding the relative importance of the different 
articles which are to be used in forming the basis of the 
calculation. To say that a hundred a year will not go so 
far in Australia as in England, no doubt, conveys an idea, 
and a tolerably correct one ; but there are no materials 
for so distinct a statement as that a hundred a year is 
equal to fifty or sixty in the old country. The expense 
of living depends on so many circumstances — each of 
which has an importance of its own not reducible to any 
rule — that nothing more than an approximate answer 
can be given to such a question as " How much further 
wiir money go in Australia than in England ?" Yet a 

easure of value would be useful in ordinary comparisons 
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between different countries and periods, which, if not of 
very great importance, are at least interesting. No 
material article can serve as a measure, because every 
article is liable to change in its own value, consequent on 
the varying difficulty of producing it. But there is 
another measure to which this objection does not apply, 
which may be used, and, to a certain extent, has been 
used, for purposes of comparison. 

The mere fact, that a horse sells for less gold in South 
America than in England, does not, in itself, tell us 
whether horses are less valuable or whether gold is more 
so, since, in either case, the result would be the same. But 
if, besides knowing the price of a horse, we also know 
the average rate of wages in the two countries, we can 
tell how much labour a man must exert before he can 
procure a horse ; and, at the same time, how much labour 
the owner of a horse may command by selling it. If a 
man will give twice as much labour to procure a horse in 
England as in South America, it follows that he will sub- 
mit to twice as great a sacrifice in the former country for 
the attainment of the same object, which he must there- 
fore esteem twice as highly. Thus labour itself may be 
used as the measure of value, and as it is not a material 
article it is not exposed to any of the forces which cause 
fluctuations in the values of gold, silver, wheat, and all 
other substances which are or may be made to serve as 
standards. 

It is objected to the use of labour as a measure of 
value that all labour is not of the same kind ; and there- 
fore there is room for caprice in choosing the particular 
class of labour which is to serve for the purpose. This 
objection is, however, of little consequence : as it does 
not matter much what class is selected, so long as it is 
used in both halves of the comparison. When we find that 
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farm labourers earn twice as much gold in Australia as 
in England, we may infer that gold is only half as valu- 
able in the former country ; and we should be led to the 
same inference if we made the comparison between the 
wages of carpenters or of other artisans. What is of 
importance is that the comparison shall be made between 
similar kinds of labour. To say that labour cannot be 
used as a measure because it is more valuable in Aus- 
tralia — meaning that it is remunerated with more gold — 
is to find fault with a measure for doing the very thing 
which a measure ought to do. A measure of value must 
exchange for more of those articles whose value has 
fallen, and for less of those whose value has risen ; and 
it would not be a measure if it did not exchange for 
different quantities of other articles according as their 
values alter. 

II. — Cost of Production. 

In ordinary circumstances the value of an article de-: 
pends on the cost of its production. There are cases in 
which the value of a particular commodity may rise or 
fall without any reference to its original cost. But, when 
any article is regularly produced for the express purpose 
of being exchanged for other articles, its value must 
conform to the amount of sacrifice undergone in pro- 
ducing it, as compared with what is requisite for the 
production of other things. 

The best jneasure of the value of an article is the 
labour for which it will exchange ; and the reason why 
an article exchanges for a certain quantity of labour, is 
generally that it has required so much labour to produce 
it. Labour, indeed, is not the sole element in the sacri- 
fice which production entails : for there is also what has 
been called the abstinence of the capitalist, whose saving 
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furnishes the means of carrying on the labour. But, as 
a general rule, the part of the sacrifice represented by 
abstinence, forms so small a proportion of the whole, 
that we may, without practical inconvenience, treat cost 
of production as consisting entirely of labour. 

The reason why an ounce of gold will command as 
much labour as four tons of coal, is that the mode in 
which the two minerals are deposited in the earth renders 
it necessary that foiu: times as much labour should be 
exerted to extract an ounce of gold as a ton of coal. 
The difference of value necessarily follows from the 
natural difference between the two kinds of mining : as 
will be readily seen by considering what would be the 
consequence, if any other system were to prevail. If we 
could imagine that coal should sell for its weight in gold, 
it would follow that a collier would be able to procure 
by a day's labour what a gold miner would take years in 
producing. Such a state of things could not last : for 
everyone who wanted the metal would find that he could 
get more by working in a colliery than in a gold mine, 
and no one would have any interest in becoming a gold 
miner. The latter occu])ation would be given up until 
the purchasers of gold raised their terms to such a point, 
that those who would consent to dig for it would be able 
to earn as much in a day as if they took to coal-mining, 
or any other occupation. The same argument applies to 
all other articles, though, of course, there is no such strict 
proportion as can be laid down in examples simply chosen 
for the purpose of illustration. Wheat is dearer than 
barley, because more labour is required to produce an 
equal quantity of the former; and the value of both 
grains rises when the seasons afford a smaller yield, and 
fklls when they yield a larger crop in return for the same 
quantity of labour. 
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It is a very common objection to the theories of 
Political Economy, that they do not fit with actual 
cases; and it is gravely stated that the exceptions to 
economic rules are so numerous, as to deprive the rules 
themselves of all practical significance. The preceding 
argument is based on the assumption that men will not 
produce an article unless they are subsequently to re- 
ceive enough to compensate them for the sacrifice to 
which they have submitted. It is thought by some to 
be a valid objection to this reasoning, that no producer 
knows beforehand what the commercial result of his 
labour will be ; and that he may, in the end, find him- 
self not merely not a gainer, but a loser, even to the 
extent of actual bankruptcy. Of course, this is true, in 
a great many instances ; but even if it were so in the 
majority of cases this would not constitute a fatal ob- 
jection to the theory. Political Economy deals with 
general facts : and general facts, although not so precise, 
are yet quite as true as particular facts. If half the 
traders in a country became bankrupt in a single year, 
the fact would still remain that gold would be more 
valuable than coal ; and this would be accounted for by 
the theory that the value of an article depends on the 
greater, or less amount of labour required to produce it. 

Economists do not maintain that every labourer or 
trader chooses the occupation for which he is best fitted, 
or that he carries it on with success ; but they do main- 
tain that the desire of gain, acting on the generality of 
minds, induces men to insist upon higher compensation 
being given for a large than for a small quantity of labour. 
It may often happen that a mine-owner may be forced to 
sell his coals for less than he has spent in working his 
mine ; but a hundred million tons of coal cannot be regu- 
larly produced, unless the price of coal is generally high 
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enough to compensate the mine-owners and colliers who 
are engaged in producing it. 

In manufactures it is tolerably easy to predict how 
much the labour of a given number of men will pro- 
duce ; and though all manufacturers are not placed in 
equally favourable circumstances, there is yet so much 
uniformity, that the average cost of production may be 
taken to regulate the average value of the article pro- 
duced. In farming and mining, the case is different ; 
for the conditions are different in every case ; and it is 
necessary to consider what are the causes which regulate 
the value of the whole product. 

There cannot he two prices in one market : that is to say, 
the purchaser of an article looks merely to its quality and 
quantity, and pays its price without any reference to what 
it has cost the producer to make it. Different sacks of 
wheat may be exposed side by side in a market, some of 
which are the product of twice as much labour as the 
others ; but if they are of equal weight, and the grain is 
of equal quality, they will be sold at the same price. 
This price will be determined, not by the cost of raising 
the corn in average circumstances, but by the cost of 
raising it on the worst land which supplies the market. 
It will be readily seen that this must be so when we con- 
sider that the farmer who tills the worst land cannot 
continue to do so, unless his expenses are paid ; and if, 
as the assumption implies, his produce is necessary to 
supply the market, those who attend the market must 
give him enough to compensate his outlay. Mere re- 
payment of the average cost would not meet the case : 
for then the inferior land would be left untilled, and the 
supply of com would fall short In manufactures, the 
most successful producers can extend their operations, 
and drive out of the field those who are less favourah||MB^^ 
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circumstanced. But the nature of farming renders such 
a process impossible in that occupation. 

The complexity of modem industry is so great, that it 
is impossible to trace out all the applications of the 
theory that value depends on cost of production, and 
show how all existing facts may be reconciled with it ; 
but there is one objection which it is worth while to 
notice here : — It is said that value cannot depend upon 
the labour exerted in production, because pearls and 
mother-of-pearl are produced by the very same labour, 
and yet possess very different values. The answer to 
this is, that the labour which is employed in producing 
mother-of-pearl, has been so well remunerated by the 
proceeds of the pearls, that the inferior product can be 
parted with at a very low rate. The bibour has not 
really been exerted for the sake of procuring mother-of- 
pearl : and it is only when labour is performed with the 
express purpose of producing an article, that the selling 
price must be sufficient to compensate it. 

III. — Demand and Supply. 

The theory that the value of an article depends on the 
amount of labour spent in producing it only applies to 
cases in which it is regularly produced, for the express 
purpose of being sold ; and then only to the extent of 
accounting for its average value. The rate thus determined 
has been called the " natural value " of an article, because 
although it is not always strictly maintained, all devia- 
tions from it are simply due to temporary causes ; and 
when these cease to operate the natural level is restored. 
The market value of an article frequently varies very con- 
siderably from the natural rate, and there are some articles 
whose value can scarcely be said to have any reference 
to their cost of production. 
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A typical instance of the latter class is a picture by a 
deceased artist, and the reason why the value does not 
depend on its original cost is obvious enough: more 
copies cannot be produced, and would-be purchasers 
have therefore no competitors to protect them against 
the seller, if he chooses to demand a high price. 

Economic theories assume a state of things in which 
there are numbers of men ready to engage in producing 
any article which others are willing to purchase : and 
where this condition is fulfilled, the value of the different 
products is regulated by the amount of labour expended 
upon them. In the case of rare works of art, this con- 
dition is not fulfilled : and, accordingly, their value does 
not confonn to the same rules as the value of those articles 
which can be multiplied at will. There is nothing to 
limit the price which may be given for an old painting, 
except the capacity and willingness of purchasers to give. 

It is not only in the case of articles which cannot be 
multiplied, that cost of production fails to explain value ; 
but^ny article may, for a time, be placed in a position 
where its price will be equally independent of its prime cost. 
There may be an absolutely large quantity of an article 
for sale, and yet from some exceptional cause, there may 
not be enough to satisfy all who are willing to purchase 
it. Under these circumstances, when, to use the common 
expression " the demand is in excess of the supply," the 
price may far exceed the proper compensation for the 
outiay incurred. 

When the news of the assassination of President Lincoln 
reached London, there was such an unusual demand for 
the special edition of the newspapers which were at once 
issued, that copies of the Times were sold at half-a-crown 
apiece, or ten times its ordinary price. It cannot be sup- 
posed that the expense of hawking the newspapers was, 
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on that day, ten times as great as on other days. So the 
rise in price simply marks the increase in the willingness 
of the customers to pay for it. It is impossible to lay 
down any rule which will enable the price of an article to 
be predicted under such exceptional circumstances. It 
is only when a large number of men are continually ex- 
posed to the influence of the same motive, that it is pos- 
sible, by a knowledge of the motive, to predict the course 
which, in the long run, they will adopt : and this condition 
is wanting in such extraordinary cases. 

In popular language all variations of price are accounted 
for by variations in the demand for, or the supply of, the 
article in question ; and such explanations are accurate 
enough for practical purposes. No doubt, the Times sold 
for half-a-crown on the day above referred to, because 
the supply — i.e.^ the number of copies offered for sale was 
not equal to the demand, i.e., the number of copies which 
Londoners were willing to purchase. It may be said 
then, with perfect truth, that the price rose because the 
demand was in excess of the supply ; but this explanation 
does not enable us to account for the particular price 
realised. If we say that the demand was ten times as large 
as the supply, we make an assertion which the circum- 
stances would not warrant. It by no means follows that 
because some copies sold for ten times their usual price, 
therefore, there were exactly ten persons who would 
have willingly become purchasers of each copy, if they 
could have secured it for threepence. All that is certain 
is, that some persons were willing to pay half-a-crown for 
a copy. But such a price might have been obtained, if 
the number of copies demanded had been only twice as 
great as that which was actually offered. If it be said 
that the price of half-a-crown was just sufficient to equalise 
the demand and the supply — meaning that the whole stock 
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was cleared off, and every customer satisfied at that rate — 
this again would be an assertion not warranted by the 
circumtances : for it might very well happen that there 
were more people who would have paid their half-crown, 
and yet were not in time to secure copies. In fact, the 
expression — supply and demand — as generally used, 
means nothing more than sellers and buyers ; and, 
though it is quite true that it is the competition of buyers 
and sellers which regulate prices, it is impossible to 
predict what the price of a particular article will be 
when there is nothing but individual fancy, or necessity, 
to determine it. 

Demand and supply are often invoked to account for 
changes in the values of articles which are regularly pro- 
duced, and can be multiplied at will. Thus, when coals 
rise to a high price, it is said to happen because the de- 
mand for them has increased. In a certain sense this is 
true j but the reason why the price rises is that a larger 
quantity can only be procured by resorting to inferior 
mines, or — in other words — because it is necessary to 
exert more labour in order to obtain the last portion of 
the supply which determines the price of the whole. 
Every year a larger quantity of coal is raised in this 
country, but the price does not continually rise : because 
improvements in the working of mines have been devised 
which often enable coal to be raised with less labour 
than before. In manufactures, similar improvements 
generally result from an increased demand, which, ac- 
cordingly, makes commodities cheaper instead of dearer. 
The circumstance, therefore, which determines value, is 
the difficulty of production, and not the quantity pro- 
duced. 



£ 2 




52 




CHAPTER IV. 

DISTRIBUTION. 

I. — Wages. 

The wages of a labourer are, properly speaking, all the 
articles which he receives in return for his labour ; though 
it is generally more convenient to regard them as con- 
sisting in the amount of money which he receives. His 
comfort depends not so much on the sum of money 
which he earns, as on the quantity of goods which he can 
buy with that money. In order, therefore, to account for 
the rate of wages prevailing in any country, it would be 
necessary to explain the circmnstances which enable a 
labourer to procure a particular quantity of a great many 
different articles. It would be too complicated a task ta 
explain all these at once ; but, if, for the sake of illustra- 
tion, it be assumed that wages consist of one article 
alone, the matter will be so far simplified that the causes 
which determine the rate of wages may be clearly imder- 
stood. 

In discussing the subject of value it has been explained 
that an article will, in the long run, exchange for as much 
labour as has been employed in producing it. To account 
for a given rate of wages it is necessary to reverse the 
question, and to ask how much of a particular article can 
be obtained by a certain quantity of labour. The answer 
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which naturally suggests itself is, as much as could be 
produced by that amount oF labour; and this, with 
certain qualifications, is the real solution. Take the rate 
of wages, measured in gold, prevailing in the neighbour- 
hood of the Australian diggings : it will be readily seen 
that the rate must depend upon the quantity of gold 
which a digger can extract for himself. If he can, as was 
the case when gold was first discovered there, obtain a 
quarter of an ounce in a day by digging for himself, it 
ivill not be worth while for him to accept less than this 
from an employer for any other work which entails as 
much hardship and fatigue. A quarter of an ounce is 
about the weight of a sovereign : so that where such a 
state of things prevail, the average rate of wages would 
be about a pound a day. The process by which this rate 
is established has been actually exemplified in the history 
of Victoria : — When the diggings were first discovered, 
men could earn more by working at them, than they could 
do by remaining in their former occupations, and there 
was a general rush thither. Farmers who wished to 
retain their shepherds, found it necessary to raise their 
wages to such a point, that it was nearly the same to them 
whether they worked as shepherds or miners, and builders 
ivere obliged to do the same with the carpenters, &c., 
whom they employed. The fact that gold could be pro- 
cured with less labour than formerly, caused at the same 
time a rise of prices and a rise of wages, and by precisely 
the same operation. Being able to get more gold, people 
were more ready to part with it : and farmers and others 
being able to get more for their produce, could afford to 
pay more to those whom they employed. 

It has sometimes been argued that the discoveries of 
gold in Victoria did not lower the cost of producing it, 
.because the capitalists, who employed, miwers* \a \'»x^"^\^.^ 
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were obliged to pay higher wages. Labour, it is said,, 
became dearer, and labour, being a most important ele- 
ment of cost, there was no diminution in the capitalist's 
outlay. This, however, only shows that the rate of profit 
was not increased — not that gold did cot become cheaper.. 
An article is cheap when it can be easily procured, and 
when the same quantity of gold which formerly required 
two days labour to obtain, could be procured in one day, 
it was obviously more easy to produce and cheaper to* 
procure. It may be said that there was no real rise of 
wages because prices rose in proportion. But, in the 
first place, this was only true of articles raised in Victoria;, 
and, in the second place, the thing now to be explained 
is the rise of wages as measmred in gold : and it is 
altogether a different question whether the laboiu-ers 
derived any benefit from it. If, instead of gold, we take 
wheat as the article in which wages are to be measured,, 
the same principle furnishes an explanation of the rate. 
In England a quarter of wheat exchanges for about four 
weeks' labour of a farm labourer ; while, in the United 
States, a farm labourer may obtain a quarter of wheat by 
about eight days' labour. The explanation of the diffe- 
rence is, that the soils on which wheat is grown in America 
)deld more in proportion to the labour employed, than 
those which are cultivated in England. They do not 
yield more in proportion to their acreage — on the contrary, 
much less ; but there is a smaller outlay on manuring, 
and fewer men are employed on farms of equal extents 
America being more thinly peopled than England, farmers 
have a wider choice before them, and can afford to leave 
untilled all the lands which will not yield as high a return 
as the average of those at present under cultivation. 
Whatever doubts may exist as to the cheapness of gold 
l)eing a benefit to the labourers, it cannot be questioned 
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that cheap food is an advantage to them. As food ab- 
sorbs so large a part of the labourer's expenditure, it 
makes a great difference to him whether it be cheap or 
dear ; and if it be cheap he has a considerable part of his 
wages to spend upon other things which will increase his 
comfort 

As it is with gold and wheat, so it is with other things ; 
wages rise with everything that renders production more 
easy, and fall with whatever makes it more difficult. The 
argument must not be taken to imply that the whole pro- 
duct is divided among labourers : for where capital is 
employed, the abstinence of the capitalist must be re- 
munerated. An article which has taken six months to 
produce will not exchange for six months' labour, but for 
as much more as will yield an adequate profit to the 
capitalist. This, however, does not vitiate the arguments : 
for the rate of profit being tolerably uniform, and consti- 
tuting — in almost all cases — a small proportion of the 
return, the amount received by the labourers may be con- 
sidered as varying in proportion to the efficiency of their 
labour. 

An increase of population tends to increase the cost of 
raw produce by making it necessary to resort continually 
to inferior soils and less fertile mines ; while on the other 
hand it tends to diminish the cost of manufactured 
articles by rendering possible a more minute division of 
labour, and the employment of more expensive machinery. 
Thus wages are exposed to two opposite influences — one 
tending to give the labourers more manufactured articles, 
and the other to give them less of food and of other 
things which are procured almost directly from the earth. 
It is difficult to say which of these influences should be 
considered as the most important. 
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IL — ^WaOCS IX DlFFERZXT ElIPLOYlIESTS. 

In the preceding argument it has been assmned that 
all labour is remunerated at the same rate, and that eveiy- 
one is at all times free to change his employment If 
this were so, the rate of wages would be detennined 
solely by the efficiency of the labour exerted. But, in 
point of fact, very different rates prevail in different em- 
plo}inents ; and the causes of these differences have now 
to be considered. The principal are the comparative 
disagreeableness of the work itself and the difficulty of 
learning how to perform it 

If a particular kind of work is extremely pleasant to 
those who have to perform it, it is natural that they should 
be willing to do it for a low remuneration. It is often 
made a matter of complaint that authors and ministers 
of religion are very poorly paid : and many people seem 
to consider it a national disgrace that persons who render 
such important services to the public should get so 
little in return. But, in fact, the high estimation of the 
public is itself a reward of no slight value ; and it is not 
the importance of the work, but the sacrifice imdergone 
in performing it, that determines the rate of remuneration. 
It is often said that the clerical and literary professions 
are over-stocked, and that this is the reason why they are 
so poorly paid. In a certain sense this is true. But the 
thing to be accounted for is that people continue to follow 
them notwithstanding : and the explanation is, that they 
afford a gratification in themselves which would be suffi- 
cient to secure the performance of much of the work — 
even if it were wholly unpaid. 

The high wages earned by puddlers in iron-works are 
a compensation for the suffering and fatigue which is 
involved in constant exposure to the intense heat of the 
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furnace. If they did not receive higher wages than the 
other workmen, no one would be found to undertake 
such disagreeable work, or it would be necessary that 
each should take it in turns for a short time : which 
would lead to the work being worse done than under the 
present system. 

If a long apprenticeship is necessary in order to learn 
a particular trade, the average rate of wages must be suf- 
ficient to compensate for the expenses incurred while the 
apprentice is learning the business. Without such an 
inducement, no one would submit to the sacrifice of time 
and trouble implied in working for several years for 
noihinal wages. Thus in the building trade the wages of a 
bricklayer are always higher than those of a labourer, on 
account of the longer time required to learn the business 
of the former. The difference may be regarded as — in a 
certain sense — the interest on the capital invested by the 
apprentice, or by his parents, in acquiring a knowledge 
of the business. Without some such return, capital would 
not be invested in this way. In the case of a barrister, 
or a civil engineer, this outlay is very considerable : and 
when the fees earned seem to be exorbitant — in proportion 
to the work dbne — people should bear in mind that it is not 
only the work of the moment, but the study and sacrifice 
of past years which are remunerated by the payment. 

The certainty or uncertainty of obtaining regular em- 
ployment naturally has an important influence in deter- 
mining the rate of wages. By the uncertain climate of 
England, many out-door labourers are constantly exposed 
to loss of employment — on account of the weather being 
unfavourable to their work. The capitalist who employs 
them cannot afford to pay them wages while they are 
doing nothing in return ; and it is, therefore, necessary 
that the wages which they earn while in work should be 
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high enough to enable them to tide over periods of en- 
forced idleness. Jn Russia, where hot summers and cold 
winters are alike more certain than in England, it is usual 
for a man to have a summer trade and a winter trade. 
A man who works on a ^irm in the summer, works in a 
t'actory during the winter ; while in summer the ^ctories 
are either closed or conducted on a small scale. If the 
climate of England were as uniform as that of Ritesia 
there would be one reason the less for giving higher wages 
to bricklayers and masons. 

The servants of the Government are often willing to 
accept lower salaries than could be obtained from private 
employers — on account of the certainty which they feel 
that their incomes will be safe whatever happens. A 
private employer may foil : but no one in England be- 
lieves that the Government will be unable to meet its 
engagements. A barrister who is making ^20,000 a 
year, will give up his practice for a judgeship of ;;^6,ooo 
a year : partly, no doubt, because it entails lighter work; 
but also because he knows that the salary will be safe — 
while his professional income depends on his being able 
to continue to give satisfaction to his clients. Loss of 
health or other imforeseen circumstances may, at any- 
time, prevent him from doing so, while a judge, whose 
health gives way, is entitled to a pension. The pension 
should be regarded, not as a waste of public money on 
those who do no work for it, but as an integral part of 
the compensation necessary to attract successful barristers 
to the bench. 

Where there are several different processes all contri- 
buting to the same result, it often happens that the last 
of them is the one which it is most important to have 
properly performed ; and where this is so, higher wages 
are paid to those who perform the final process. If the 
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corn be not properly gathered in, all the labour expended 
in ploughing, sowing, and manuring, is thrown away ; and 
this, no doubt, is one reason why reaping is better paid 
than other kinds of farm labour. It is of the utmost 
importance to the farmer that his crop should be gathered 
in as well and as quickly as possible, so that he may run 
the smallest risk of having it spoilt by a change in the 
weather. It is, therefore, his interest to offer such wages 
as will attract men from other employments, and will in- 
duce them to make the utmost exertions during the short 
time available for the harvest. 

So in pin-making, those who are employed in the final 
processes of whitening, heading, and pointing the pins, 
earn higher wages than those engaged in the preliminary 
work of straightening and drawing the wire : because if 
the latter operations are not properly performed, all the 
previous work is wasted. These workmen may be re- 
garded as earning more on account of their labour being 
more efficient : since the success of the whole manu- 
facture chiefly depends on them. 

III. — Profit. 

As labour is rewarded by wages, so abstinence is re- 
warded by profit. The amount of the sacrifice involved 
in abstinence varies according to the amount of the 
capital and to the length of time for which abstinence is 
practised. Profit is, accordingly, said to be so much per 
cent, per annum. In ordinary circumstances, the whole 
product of industry is divided between capitalists and 
labourers — the latter receiving an amount fixed before- 
hand, and the former retaining all that is left after they 
have been paid. It thus appears that the interests of the 
two classes are opposed to each other : since neither can 
obtain a larger share without the other receiving a smaller^ 
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To a certain extent, there is such an antagonism : but, as 
the concurrence of both is necessary to industry, neither 
can thrive without the other. If the total product be 
increased, the labourers benefit to the extent to which 
they are consumers of their own produce, and the capi- 
talist benefits in the same way — in so far as he is himself 
a consumer. Suppose that a farmer employ ten men 
who produce a hundred and five quarters of wheat, and 
that their wages amount to the price of a hundred 
quarters, he will obtain a profit of five per cent. If 
the product rises to two hundred and ten quarters, the 
price of wheat will fall, so that the men's wages will be 
equivalent to two hundred quarters, and the farmer's pro- 
fit will be five per cent, as before. But though his rate 
of profit will be the same, he will benefit as a consumer 
of wheat : that is, just in the same way as the labourers 
benefit by the increased efficiency of their labour. 
Neither party will receive a larger relative share ; but both 
will receive an absolutely larger quantity of the articles 
which they need. 

The reason why capital yields a profit is, that its em- 
ployment increases the efficiency of labour, and that, at 
the same time, a sacrifice is necessary in order to provide 
it. The construction of a railway requires an enormous 
expenditure of labour before any return can be obtained ; 
but when it is completed, the work of carrying persons 
and goods from place to place can be performed with 
much less labour than before. The capitalists therefore, 
who maintain the navvies and plate-layers, while they 
are constructing the line, assist in the work of convey- 
ance quite as much as the engine-drivers who guide the 
trains over the finished line : and are, therefore, quite as 
much entitled to a share in the money received from 
those who use the railway. If it were not for the con- 
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viction — or rather the hope — that they would earn some 
share in the proceeds, capitalists would not be found ta 
invest money in such a business, when it might be spent 
in procuring comforts and luxuries of various kinds, which 
would afford direct and immediate satisfaction. 

As wages are high or low in different employments, 
so capital brings in different returns in different trades. 
But as wages are always tending to such a level, that the 
hardships in each trade are compensated by the earnings, sa 
there is a constant tendency to bring profits to such a level, 
that capital, however invested, brings in the same return — 
due allowance being made for the peculiar circumstances 
of different trades. In popular language, the term profit 
includes all that is retained by a trader after paying the 
necessary expenses of his business : and it is apparent 
that there is no uniformity in the rates of profit earned 
by people in different trades, or by different people in 
the same trade. 

It will be found, however, on examination, that what 
is commonly called profit, often includes much more 
than a return on the capital invested, and that, therefore, 
the comparison between different trades is not strictly 
fair. A man who has a small business and manages it 
himself, seems to make a large profit ; but, in reality, a 
large part of his gains are no more than the wages which 
are due for his labour, or trouble in superintending the 
labour of others. In some undertakings — such as mines, 
where the returns are very uncertain — very high profits 
may be obtained without any large amount of fresh 
capital being attracted into the business : because, 
although high profits can be earned for a time, no one 
can feel sure that they will be permanent. A trader's 
profit, therefore, includes? compensation for three distinct 
sacrifices — labour of superintendence, risl^, and abstinence. 




'62 DistribiUion. 



The tendency of profit to a level, means a tendency 
towards a state of things in which every one who invests 
■capital in undertakings with which he has no other con- 
nexion, obtains, in the long run, much the same return, 
whatever business he selects for investment. Some per- 
sons deny that there is such a tendency, and base their 
argument on the fact that the amount of a tradesman's 
gains is seldom known to other people, and often hardly 
known to himself. How, they ask, can capital be attracted 
into highly profitable trades, when no capitalist has the 
means of knowing which these trades are ? But this 
objection loses much of its force when we consider that 
persons who are successful in business must desire to 
extend their operations, and can only do so by bringing 
in fresh capital of their own or borrowed from others. 
Those who are unsuccessful, on the other hand, must 
restrict their business, and must either lose their capital 
altogether, or employ it in some other way. Fresh 
capital is generally brought into a trade through the 
medium of bankers : and a banker can only lend more to 
one customer when he lends less to another, or receives 
more from a third. Those who are engaged in com- 
peting for an increase of business, are obliged to offer 
the lowest possible terms ; and the mere fact that they 
have a larger capital to employ; enables them to put up 
withl ower profits : as a low rate on a large sum brings 
them in more than a high rate on a small one. 

Thus competition tends to keep down profits — even 
when their amount is not a matter of notoriety ; and, at 
the present day — when so large a proportion of the trade 
of the country is carried on by joint-stock companies — 
the process becomes even more certain and conspicuous. 
Private tradesmen naturally like to keep their affairs 
secret ; but joint stock companies, when they are sue- 
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-cessful, seek to make the fact as widely known as pos- 
sible. In almost all cases the amount of their profits 
must be known to a large number of persons — share- 
holders and others ; and nothing is easier for those who 
have money to invest, than to compare the dividends 
paid by different companies, and select those which ap- 
pear to be the most profitable. The mere fact that com- 
panies engaged in a certain business — such as ocean tele- 
graphy — have been able to pay high dividends, is con- 
tinually adduced as a reason for starting a new one in the 
same trade : and we may thus see how competition 
brings down profits by increasing the number of com- 
petitors- in a profitable trade. Competition among capi- 
talists is for ever tending to bring profits to a level : both by 
keeping up wages, and by keeping down prices. If there 
is a great demand for a particular article, such as coal, 
the producers already engaged in the trade are at first 
able to demand high prices ; but when they require more 
labourers to produce an extra quantity, they are obliged 
to pay higher wages, and thus reduce their profits. It is 
at such times that strikes are most likely to be successful, 
and, therefore, the threat, or even the fear of one, will often 
<:ause a rise of wages to be accorded without a struggle. 
When an improvement has been introduced into a manu- 
facture, those who are in the secret can obtain high profits 
for a time ; but if the knowledge becomes general, the 
desire of each manufacturer to obtain as large a business 
as possible for himself, compels him to undersell his rivals, 
until, at length, his profit is reduced to its former level. 
In the case of joint-stock companies, though, of course, 
competition cannot reduce profits to a perfectly uniform 
level, yet alterations in the price of their shares produce 
the same effect — as far as outside investors are concerned. 
The shares of a company which pays ten per cent, are 
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worth twice as much as those of one engaged in a 
similar business which only pays five per cent. : so that 
those who buy the shares, obtain much the same return 
in either case. 

IV.— Rent. 

Unlike wages and profit, rent is not the reward of any 
sacrifice. It should be observed, however, that " rent " . 
— like many other terms used by Political Economists — 
is employed by them in a somewhat more restricted sense 
than that assigned to it by popular language. The rent 
of a house or of a room, is, for the most part, nothing more 
than a return on the outlay of capital and labour em- 
ployed in building the house. A builder constructs 
houses, just as a manufacturer turns out iron rails, for the 
sake of the profit to be obtained by their sale ; and if he 
could not obtain as much profit by investing his capital 
in this, as in other trades, houses would cease to be 
built. That his returns are received weekly, or quarterly, 
and are called rent, does not alter the nature of the 
transaction ; and if all rent could be thus accounted for^ 
it would not be necessary to discuss the subject apart 
from that of profit. But the case is very different with 
regard to the rent of land which is let for farming, 
mining, or building purposes. Here, it frequentiy hap- 
pens that land upon which no capital whatever has been 
expended, brings in a high rent to its owner : so the 
explanation which will account for the rent of a house, 
will not suffice for that of the ground on which it is built. 

It will be remembered that in considering the cost of 
raw produce, it was pointed out that there was a con- 
siderable diversity in the amounts of sacrifice necessary 
to raise it in different places, while at the same time, the 
price was tolerably uniform whatever the cost of particular 
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articles. Two sacks of wheat of the same quality— ^it 
was there pointed out — sell at the same price : although 
one may have been the product of twice as much labour 
as the other. From this it follows that some farmers and 
some miners must gain much more than others in return 
for the same amount of labour. The surplus does not 
fall to the labourers : for their competition makes them 
willing to work on the good land for no more than they 
receive on the inferior land. It will not fall to the 
capitalists : for their competition makes them willing to 
accept the same rate of profit wherever they employ 
their capital. It therefore falls to the owners of the 
land who are able to secure it by letting it to those 
capitalists who offer the highest payment for the use 
of it. 

One farm may be naturally more fertile than another, 
or its superiority may consist simply in being nearer to a 
good market. In either case, the farmer who holds the 
superior land is able to obtain more in return for his 
labour j and in a country where farms are let by com- 
petition, the eagerness of farmers to obtain the best lands 
will enable the landlord to demand such a rent, that the 
tenants will be placed on a level as regards their profits. It 
is not necessary to support the theory that farms should be 
actually put up to competition : for in whatever way the 
rent is fixed — whether by valuation or otherwise — those 
who have to assess it, must base their calculations on the 
earning powers of the land. Every farmer knows that 
he must pay a higher rent for good than for bad land ; 
and every landlord regards the construction of a railway 
in his neighbourhood as an event which is likely to be 
followed by an increase in his rents. Where the land is 
owned by those who till it, there is no actual payment of 
rent, but in theory, the better laads still yield a rent : for 
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their owners obtain a larger profit than their neighbours. 
The o\*-ner and occupier being one and the same, there 
is no annual pa}'ment to be settled; but when farms 
change hands, the price obtained for them varies 
according to their respective quaHties, and affords a 
measure of the rent which could be obtained for them if 
they were let It is not necessary that the three classes 
of landlords, capitalists, and labourers should be repre- 
sented by three different persons, in order to support this 
theory of the cause of rent AMiatever S3rstem of land 
tenure may be in vogue, there will always be great diver- 
sity in the qualities of different estates : and this diversity 
will give rise to a corresponding diversity in the gains to 
be derived from their cultivation. The extra profit ob- 
tained by the owners of the best lands may be justly 
considered as rent — even though it be not settled by any- 
actual contract. 

Although it is a matter of notoriety that rents vary- 
according to the goodness or badness of the land to be 
let, there are many persons who decline to accept, and 
even ridicule as chimerical, the theory of rent which has 
been just explained, and which is called after the name of 
its most brilliant expounder — Ricardo. But when their 
objections are examined, it will be found — as is often the 
case in economic discussions — that the objectors begin 
by misunderstanding the theory, and then proceed to re- 
fute their own misconception of it. They will tell us 
that the rent of land only rises in proportion to the 
amount of capital expended upon it : and that, therefore, 
rent is nothing more than profit on capital which has 
been invested in agricultural or other improvements. 
The best refutation of this plea is furnished by the instance 
of land which is offered on building leases. This is often 
perfectly bare ; that is tp say, has not had any capital 
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-expended upon it, and yet — if situated in the City of 
London, or any other eligible site — it can be easily let 
for an enormous rent. Those who contend that the 
rent in such a case represents the profits on invested 
■capital, can only refer to what has been e:j^pended in im- 
proving adjoining land, and not to the particular land 
which is to be let. The opening of a railway raises the 
rent of the adjoining lands : because, by bringing them 
practically nearer to good markets, it enables their pro- 
duce to be sold on more favourable terms, and renders 
it more advantageous for people to build houses upon 
them. Possibly the additional rent may be no more 
than an adequate profit on the capital invested in making 
the railway ; but it is received, not by the shareholders, 
but by the landowners, who may have contributed 
nothing to the outlay, and may even have done their 
best to prevent the construction of the railway. This is 
the real difference between rent and profit : for a manu- 
facturer does not obtain a larger profit on account of 
the outlay of capital by one of his competitors, while a 
landlord often may. 

It will be seen that rent arises from the natural limi- 
tation of the quantity of land to be had. If there were 
an unlimited extent of land awaiting settlement, farmers 
would confine themselves to the superior soils, and would 
not be obliged to cultivate any which were less fertile 
than those already occupied. Compared with England, 
the United States afford an example of such a state of 
things ; for though, of course, the country is not unlimited, 
yet there is an abundance of fertile land which only 
awaits colonization. In the United States, accordingly 
— taken as a whole — rents are very low : as farmers will 
rather migrate westward than cultivate inferior lands in 
the eastern states. The experience of Australia is to 
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the same effect ; and it is difficult even for the Govern- 
ment to obtain a rent for newly settled lands. 

With the increase of population and of wealth, there 
is a general rise of rents. Much of the increase is, no 
doubt, to be accounted for by the actual expenditure of 
capital in improving the lands in question, and, there- 
fore, merely represents profit. But much of it is due to 
the growth of towns, and to improved means of com- 
munication which render land more valuable in particular 
localities. The greater the distance from which meat 
can be brought to the London market, the greater must 
be the advantage to the graziers in the neighbourhood of 
London : and the greater consequently the rents they 
will pay to their landlords. The deeper it becomes 
necessaiy to dig for coal, the greater will be the gains. 
of the owners of those collieries that still contain abun- 
dant deposits near the surface. The greater the number 
of persons who are able to resort to watering-places, the 
higher will be the rents to be obtained by the owners of 
land on the sea-coast. 

V. — Tenure of Land. 

The consideration of rent naturally leads to that of 
another subject, which has attracted much attention 
from political economists — that of the tenure of land. It 
is one which may be looked at from many different points 
of view ; but political economy can only regard it in its 
relation to the production of wealth. It is not the 
business of this science to decide which is, on the whole, 
the best system of tenure, but simply to point out what 
are the advantages and disadvantages of different systems, 
and to leave practical men to decide between them. A 
system which is the best for producing wealth may be 
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otherwise objectionable and in any case it may be 
-difficult to balance advantages of different kinds. 

The system with which Englishmen are most familiar 
is that under which the land is owned in large estates by 
persons who do not cultivate it, but let it out in large or 
small holdings, at rents fixed practically by competition. 
The main objection to this system is that the cultivators, 
feeling that they have only a temporary interest in the 
land, are not disposed to make any great outlay for the 
purpose of improving it. The introduction of leases is 
intended to remove this objection by enabling the farmer 
to feel sure of being allowed to occupy his farm long 
enough to derive the full benefit from any outlay which 
he may make. But leases can hardly be said to produce 
this effect : for when the end of the lease is approaching, 
it is the farmer's interest to avoid any outlay — if he has 
any reason to fear that he will be displaced, or that his 
rent will be raised. Tenants in fact often object to leases 
in the belief that each renewal will be accompanied by 
■an increase in theii rent; while tenants at will are 
practically allowed to renew from year to year, without 
risk of eviction, or of an alteration in their contracts. In 
some parts of England there is a custom by which the 
in-coming tenant compensates the out-going tenant for 
the value of unexhausted improvements ; but this gives 
rise to so many disputes, and to so much fraud in the 
shape of exaggerating the value of expenditure on manure, 
that it can hardly be reckoned a benefit to agriculture. 

Although this system of separating the cultivation of 
land from the ownership, tends to discourage the outlay 
of capital on the part of the tenants, it does not, of 
course, discourage it on the part of the landlords ; but in 
too many cases the landlords have not the means of 
making any large outlay upon their estates. It is here 
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that another feature of the English system comes into 
play — viz., the practice of settling estates, so that the 
nominal owner cannot sell them. In ordinary trade, if a 
man has not money enough to can}' on his business, he 
retires or fails, and his place is taken by others who 
possess more capital and are better able to use it But 
under the English law of entail, a spendthrift landlord is 
generally unable to sell his estate, which therefore suffers 
from his not being able to expend capital upon it ; while, 
at the same time, his tenants have not sufficient security 
to encourage them to make up for his deficiencies. If 
land be regarded as an instrument for producing wealth, 
it is obviously desirable that every facility should be 
afforded for transferring it from those who are unable, ta 
those who are able, to make the best use of it. " Free 
trade in land," by facilitating, as far as possible, the 
transfer of estates, would cause more capital to be em- 
ployed in agriculture, and thereby greatly increase the 
productive power of the country. The legal and social 
arguments adduced in favour of the system, which throws 
difficulties in the way of the transfer of land need not be 
discussed here. 

Another system, common in l^'rance and Italy, under 
which the " metayer,*' or tenant, gives the landlord a third 
or other fixed proportion of the produce, has the advan- 
tage of securing a greater community of interests between 
the two classes, but is very far from holding out the 
same encouragement to industry as is offered where the 
land is tilled by the proprietors themselves. In many 
parts of the Continent the land is owned in very small 
estates by men who unite in themselves the functions of 
landlord, capitalist, and labourer ; and, where this is 
the case, the industry of the farmers is generally most 
remarkable. 
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The English system of large estates, though it does not 
necessarily lead to large farms, encourages them, as many 
landlords think it more convenient to collect their rent 
from a few rich tenants, than from a large number of 
poor ones. Large farms, in turn, make it necessary to 
employ many hired labourers, and thus another class is 
called into existence, of men who have but a slight in- 
terest in the land they cultivate. It is not merely that 
they work for wages, and therefore have no motive to im- 
prove their employers' property : the serious evil is, that 
no one can take a farm without possessing more money 
than a labourer is ever likely to save. Thus the labourers 
seeing no prospect of being able to rise to a higher 
position as long as they remain in their villages, have no 
inducement to save, and become improvident, to the 
great loss of themselves individually, and of the country 
collectively. Some members of the class may migrate 
to the towns and improve their condition ; but farm 
labourers, as a whole, have no prospect of rising to any 
position above that of hired labourer. 

The different state of things which prevails in France, 
produces exactly the opposite effect on the rural popula- 
tion. The example of a 'number of small proprietors 
tilling their own land, stimulates those who are without 
land to save enough to purchase a farm, so that thrift 
becomes as common in France, as improvidence in Eng- 
land. The enormous amount of the accumulations of the 
French peasantry is continually affording matter for sur- 
prise to those who are not accustomed to calculate the 
vast effect produced by a large number of small causes. 
Astoniiihment has frequently been expressed at the 
rapidity with which France recovered from the effects of 
the late war ; and it cafi hardly be doubted that one of 
the main causes of her speedy reco\^rY,^^s»'^^^xx^^?^&^^^^ 
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which her system of land tenure has rendered inveterate 
in the peasantry. 

It is frequently said that large farms enable more 
capital to be expended on the land, because a rich farmer 
can afford to spend more upon machinery, manure, &c. ; 
but this does not appear to be well substantiated. It is 
true that an expensive machine may be a profitable in- 
vestment for a large farmer, though it would not answer 
for a small farmer to buy one ; but a number of small 
farmers may hire a machine in turns, or may combine to 
buy one. In fact agricultvural machines are extensively 
used in parts of Belgium, where the land is divided into 
small farms. Tt must, moreover, be remembered, that 
though an expensive machine may do its work better than 
a simple tool as far as profit is concerned, it may not do 
so well as regards the quantity produced. The spade is 
better than the plough as an instrument foi preparing the 
earth to receive the seed : and where farms are so small 
that each farmer can find time to dig the whole with the 
spade, more can be raised than on larger farms where 
there is more show of expenditure of capital. 

The system prevailing in India may be considered as 
one in which the land is tilled b/ peasant proprietors who 
have the State for their landlord. The peasants of France 
have to pay taxes : and if the land-tax levied in India 
was no heavier than what is paid in France, the two 
systems might be considered as alike. But in India, the 
tax is so heavy, that it often amounts to half of the whole 
produce : so that the peasants are frequently reduced to 
a condition inferior to that of hired labourers in England. 
The Government absorbs the whole of what in England 
would be received by the landlord as rent, and as much 
more as the exigencies of the Treasury require. If means 
could be devised for limiting the demands of the Govern- 
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ment to the rent which would be fixed by fair competition, 
there could hardly be a better method of levying a 
revenue ; for the State would simply take what, without 
its intervention, would be paid to private landlords. But, 
unfortunately, the Government being able to fix the terms 
of a bargain to which it is itself a party, fixes them so 
much in its own favour that the peasants are constantly 
unable to fulfil their engagements, and falling into the 
hands of money-lenders. 
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CHAPTER V. 
TRADES' UNIONS. 

I. — Their Influence on Wages. 

In considering the causes which determine wages and 
profit, it has been assumed that both are settled by free 
competition, and that every one is at liberty to enter a 
trade which is more than usually profitable, and to leave 
one which is less so. The question now arises whether 
artificial combinations among the persons interested can, 
in any way, and if so, to what extent, modify in their 
own favour the rates ruling in a particular trade. There 
has been much controversy on the subject, which has been 
forced into prominence by the frequent strikes which 
have, of late years, been promoted or supported by Trades' 
Unions. It is well, however, to bear in mind, that the 
point in dispute is not whether wages ever rise after the 
formation of an union, but whether labourers can obtain 
better terms for themselves by acting in combination than 
by each man acting independently in his own interest. 
Those who maintain that Trades' Unions have the power 
to extort a higher rate of wages from employers, point to 
numerous instances in which a strike which has been 
supported by an union has succeeded, or they tell us 
that a considerable rise of wages has taken place in those 
trades in which unions have been formed. But when 
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these facts are looked into, it will be found that many 
other strikes promoted by unions have failed : and, what 
is of more importance, that an equally large or larger rise 
of wages has taken place in other trades in which unions 
did not exist. The mere fact, therefore, that a combina- 
tion has been successful in many instances, does not prove 
that no rise would have taken place if no combination 
had existed, any more than a rise in a trade in which 
there are no unions, proves that independent action is^ 
necessary to obtain a rise. 

During the last few years there have been many con- 
siderable alterations in the rates of wages prevaiUng in 
different trades ; but it will not be found, as a rule, that 
the rises have been greater, or the reductions less, where 
imions are in existence than where they are absent. The 
wages of farm labourers rose in several counties after they 
had begun to form unions : but this was only the con- 
tinuation of a movement which had raised the average of 
the whole country from 95. to \2s. a week during the 
period 1851-69, when there were, as yet, no unions 
among this class. Now that there are Agricultural La- 
bourers' Unions, they have not been able to prevent 
several serious reductions on which the farmers have 
thought it necessary to insist. It does not appear, 
therefore, that ** facts" tell so strongly in favour of the 
power of combination as some ardent advocates of 
unionism wish their readers to believe. 

Considering the question as one of theory, we must 
bear in mind what are the causes which enable a certain 
rate of wages to be paid. It is evident that labourers 
cannot be permanently engaged in any business unless 
they produce enough to pay all its expenses. As the 
product is sold to the consumers, and the proceeds are 
divided between the capitalists and the la.bovix^x.'ti^NjjNj^fc 
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are only three ways in which the latter can increase their 
earnings. Either they must themselves produce more ; 
or the capitalists must content themselves with a smaller 
share ; or, lastly, the consumer must consent to pay a 
higher price for the product. The formation of a Trades' 
Union has no tendency to make labour more efficient, 
unless membership is restricted to superior workmen, and 
the union be strong enough to prevent non-members from 
being employed at all: two conditions which are not 
likely to be fulfilled. 

The second alternative, which is, perhaps, that which 
unionists consider most likely to be realised, and which, 
indeed, may be secured in individual instances, is not 
likely to be attained as a permanent result. The desire 
of a capitalist to obtain profit is quite as strong as that of 
a labourer to earn wages ; and employers have frequently 
shown themselves fully determined rather to close their 
works altogether than to keep them open, if they 
could not obtain what they considered adequate profit. 
Although, in ordinary cases, it is more easy for labourers 
to combine than it is for capitalists — who habitually regard 
one another as rivals, and are rather disposed to take 
advantage of the misfortune of one of their body than to 
help him — it has been abundantly demonstrated, that 
employers will combine when their profits are seriously 
threatened. However numerous or well-organised an 
union may be, it is impossible that the savings of any 
body of labourers should be sufficient to support them 
for an indefinite time. So that they must at length con- 
sent to the terms of the capitalists who alone can provide 
the necessary means of supporting them. 

As the combination of capitalists may be relied on to 
prevent labourers from getting more than their usual share 
of the product, so the competition of capitalists may be 
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relied on to save them from getting less. If a great 
number of orders are received by manufacturers, in a 
particular trade, they will require a great number of men 
to execute them : and the desire of each employer to- 
secure as large a business as he can for himself, will 
compel him to pay higher wages than at other times — 
when he finds it difficult to give employment to all his 
men. Whether the latter belong to unions or not, they 
are sure to find out whether their services are necessary 
to I heir employers or not, and will suit their demands to 
their circumstances. An union can only succeed in ob- 
taining a rise by confining its attempts to those cases in 
which the circumstances of the trade would compel 
employers to grant it to the demands of independent 
workmen. It is, however, quite possible that the col- 
lective demand of an union may secure a rise for some 
of its members who might not have asked for it — or 
not thought it worth while to insist on it — if acting 
independently. 

The third alternative points to the direction in which, 
if in any, the power of combination is most likely to be 
felt. A combination of labourers may be encountered 
by an equally powerful combination of capitalists ; but 
consumers are not so well able to combine against pro- 
ducers. The rate of wages prevailing in a particular 
trade, naturally settles at such a point as will afford 
adequate compensation for the peculiar hardship which 
it entails. But if an artificial combination be formed to 
prevent outsiders from entering it, there is some ground 
for the contention that the rate may thus be forced up 
above what may be called the natural rate. If the em- 
ployee's can raise their prices sufficiently to compensate 
them for the extra expense of higher wages, they have no 
motive for strenuous resistance to such a demand. K 
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the rise of prices be brought about in this way, it is 
obvious that one class of labourers is taking advantage of 
its special knowledge to obtain more for itself than the 
special circumstances of their trade will warrant. This 
would naturally attract more labourers into the trade ; 
and if their organisation is used for the purpose of deter- 
ring new comers from entering, they are setting themselves 
in opposition to the interests of labourers as a whole. 
Yet, if such an attempt were made by any body of 
mechanics, they would probably receive sympathy and 
assistance from the members df other trades : who, it 
appears, would rather see a rise of wages obtained by 
others, even though the expense of it must fall on them- 
selves. It will, however, generally be found that the 
competition of outsiders to enter into the favoured trade, 
will eventually bring wages down again, whatever efforts 
may be made to prevent it. The fixed fees of barristers 
and physicians are not strictly cases in point : for though 
the rules of the professions prevent any member from 
taking less than the regular fees, they do not enable any 
one to secure a larger income than he would otherwise do. 

II. — Their Restrictive Rules. 

Among so large and varied a body as the Trades' Unions 
of England, there is naturally much diversity of practice ; 
and it would not be fair to blame unions in general for 
the proceedings of a few of their number. But there are 
certain -rules and practices which are maintained by 
various unions, which are deserving of serious examina- 
tion. These practices are, no doubt, based on the 
opinions current among the classes to which their mem- 
bers belong ; and if these opinions are incorrect, it is of 
the utmost importance that the error should be exposed 
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and corrected. Stated generally, these practice^ may be 
said to be founded on the notion that it is for the 
interest of the workmen in each trade, that work should 
be made for them by preventing outsiders from doing it, 
and by rendering each operation as slow as possible. 
The idea is, that by first limiting the number of persons 
employed, and then prolonging the work as much as 
possible, constant employment may be provided for all 
the workm^ in each trade. Many curious instances 
might be given of the way in which different imions 
endeavour to obtain this end. 

If the unions were willing to grant membership to any 
one who would consent to pay the subscription, there 
would be nothing very unreasonable in their insisting 
that no member should work at a shop where non-union- 
ists were employed. According to their contention, the 
union benefits all the workmen in the trade by obtaining 
better terms from the employers ; and unionists regard 
those who will not join their body a& men who are not 
ashamed to derive advantage from an institution to which, 
although well able, they are unwilling to contribute. 
But there is a Paper-makers' Union which will not admit 
members unless they are the sons of men who have 
previously worked at the trade. The object of the rule 
probably is to prevent the trade from becoming over- 
stocked. But its tendency is certainly to cause other 
trades to be overstocked. Whatever makes it more diffi- 
cult for a man to turn to a fresh employment, obviously 
makes it more necessary for him to stick to the trade 
which he has contrived to enter : and thus increases the 
number of men who are out of employment, because the 
particular labour for which they are fitted is not required 
at the moment. If every trade were managed on the 
principle laid down by the paper-makers, the misery pro- 
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duced by depression of trade would be ten times greater 
than it now is : for it would be impossible for those who 
are thrown out of work in one trade to find employment 
in another. Thus the paper-makers are acting against 
the interests of workmen in general, and, at the same 
time, are opposing themselves to the interests of con- 
sumers. AVhatever renders it more difficult to increase 
the number of paper-makers, obviously tends to restrict 
the quantity of paper made, and thus to interfere with 
the comfort of all those who use paper. All trades which 
depend upon a supply of paper, must be thus hampered 
whenever an exceptional need arises for a larger supply ; 
and, here again, many labourers must be kept out of 
employment Politicians of the working classes are 
ready enough to inveigh against hereditary privileges : 
but here is a rule framed by working-men which is 
actually more exclusive than any which are enforced by 
English law : for even the House of Lords is not confined 
to the sons of peers. 

While the paper-makers are thus injuring the whole 
body of labourers by preventing them from entering that 
trade (by restricting the quantity of paper, and by limit- 
ing the field of employment in trades where paper is 
used) it does not appear that they are in any way bene- 
fitting themselves by their exclusive rules. After all, 
there must be a sufficient number of hereditary paper- 
makers to keep down the wages of the trade by their 
own competition ; and the restriction in no way secures 
the trade from those alternations of good and bad times 
fi"om which all trades suffer in turns. The sons of paper- 
makers must be willing to work for much the same wages 
as they would get in any other trade to which they might 
turn for a living. Merely restricting the number of 
competitors for employment to a particular class will not 
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enable consumers to pay more for paper ; but, on the 
contrary, rather diminishes their power of spending by 
diminishing the total wealth of the country. The paper- 
makers may indeed gain some advantage when their trade 
is brisk. This, however, they would be able to do in 
any case \ but their rule affords them no protection when 
trade is slack. 

A somewhat similar spirit is shown in a rule, made by 
the operative bricklayers of Lancashire, to the effect, that, 
when a town master undertakes a job away from his own 
town, half of the men employed must belong to that town. 
It once happened that a Manchester builder who had 
an order for the Bury Railway Station, at a time when 
the building trade was extremely brisk in Manchester, 
could not, in spite of all his efforts, obtain Manchester 
men. He naturally thought that he might get the work 
done by the bricklayers of Bury, where, at the time, there 
were many out of employment ; and, accordingly, engaged 
eleven of them, all members of an union. But hardly 
had the work commenced, when the delegate of the 
union ordered him to discharge six of the Bury men, 
and supply their places with Manchester men, adding, 
that, if he could not obtain them at once, he must stop 
the work till he could. He, accordingly, turned off six 
of them, and took men away from his Manchester joba 
to fill their places. It will be seen that here there is na 
question between unionists and non-unionists; for all 
the Bury bricklayers were members of the imion. The 
union authorities were prepared to keep their own mem- 
bers out of work, rather than violate a rule which had been 
framed for the protection of the trade. Such a rule, 
however, in no way increases the field of employment 
for bricklayers ; but its tendency is, on the contrary, to 
restrict it. It secures that certain men shall b^^xss^^-^l^^^^p 
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on a certain job ; but, as is shown by the above instance, 
it materially obstructs the transfer of labour from places 
where it is not wanted, to others where it is. The best 
way to secure regular employment for bricklayers is to 
make it as easy as possible for them to take their labour 
to any place where building is going on ; and whatever 
prevents them from doing so, is an injury to the whole 
class. There is, no doubt, much building work which 
must be done, whatever rules the bricklayers may think 
proper to make ; but any rule which makes it difficult for 
builders to complete their contract, must raise the cost of 
building, and so discourage and prevent expenditure upon 
works of a fancy character which can be dispensed with. 
Thus the effect of such a rule is to diminish — not to in- 
crease — the number of bricklayers employed. 

The attempts of unions to prevent the employment of 
men who have not been apprenticed to the trade, though 
they may often inflict individual hardship, are yet framed 
in the interest of consumers ; for their object is to secure 
that no one shall undertake a job which he is not compe- 
tent to perform. The dock porters of Port Adelaide (South 
Australia), have formed themselves into an union : and 
will not work at loading or unloading ships with a new 
hand, unless he has been admitted to the union, and 
resided three months in the city. For this apparent 
exclusiveness, they are able to give a good reason : for 
they say that they are often employed to carry very valu- 
able packages, and that the carelessness of anyone of 
them would bring discredit on the whole number. They 
are thus justified in requiring that any one who seeks 
employment among them should satisfy them as to his 
competence. It seems hard that emigrants who have just 
landed should not be able at once to obtain an employ- 
ment for which, no doubt, many of them are fitted ; but 
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the hardship is only such as everyone ^nust submit to 
who cannot prove his competence to discharge the duties 
of an office for which he applies. This exclusiveness 
appears, therefore, to be warranted by the circumstances 
of the case. 

There is another way in which the different classes en- 
gaged in the building trade endeavour to secure employ- 
ment for themselves — namely, by insisting that no one 
who has not ben brought up as a bricklayer, shall on any 
account do a bricklayer's work, nor any one but a mason 
do a mason's work, &c. As a general rule, it is, no 
doubt, convenient that each operation should be performed 
by men who have been thoroughly trained for the work ; 
but the way in which different unions endeavour to carry 
out this principle often inflicts serious injury on employers 
and their customers, and sometimes on the workmen 
themselves. It once happened that some of the stonework 
of the old church at Kenilworth required to be cleaned 
down and pointed. This being work which — in that 
part of the country — bricklayers understand, the builder 
set two of them to do it ; but all the masons whom he 
had engaged immediately struck, regarding it as an in- 
fringement of their privileges that bricklayers should be 
allowed to touch stone ; yet they admitted when ques- 
tioned, that there was not one of them who understood 
how to do it. They were thus determined to keep the 
bricklayers out of employment, though they could not 
obtain any benefit for themselves : for if the work was 
not done, of course it would not be paid for. The object 
of the rule is evidently to secure employment for masons 
by insisting that they alone shall be engaged upon stone- 
work ; but if carried to such an extreme length as this, it 
has no other effect than to keep masons, as well as other 
labourers, out of employment. 
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A more recent case of the same kind which attracted 
much public attention at the time, occurred during the 
construction of some buildings by Messrs. Doulton,. 
which had to be faced with terra cotta. It so happened, 
that two men, who had formerly been plasterers, showed 
so much aptitude for this kind of work, that they had found 
it profitable to make it their regular employment. Messrs^ 
Doulton set them to work to fix terra cotta over some 
brickwork ; but all the bricklayers in their employment at 
once struck rather than allow this invasion of their special 
field of labour. They would, apparently, have allowed 
these particular men to be engaged in fixing terra cotta 
over plaster ; but they required that no one should be 
allowed to work on bricks, except duly qualified brick- 
layers. It appears that the bricklayers were not able to 
do the work themselves in a satisfactory manner ; and, 
to prevent others from doing it in such circumstances, is 
to act in opposition to the general interests of the public 
without doing any good to the bricklayers themselves. 
Terra cotta facings not being a necessity, any obstacle 
placed^ in the way of securing competent men to fix them, 
obviously tends to discourage the use of them altogether : 
and thus to narrow, instead of widen, the field of employ- 
ment which the building trade affords. 

Many unions have rules framed for the purpose of 
limiting the amount of work which each member may do. 
No doubt, it is highly proper that workmen should com- 
bine to prevent over-exertion. When a number of men 
are working together, and each is doing his utmost, it 
may often happen that some who are weaker than the 
rest, may do themselves serious and permanent injury by 
making great exertions to do as much as stronger men, 
in order to retain their places. Where it is customary to 
work OFertime, it is very difficult for men acting inde- 
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pendently to stand up against the general practice, and 
Trades' Unions would confer a real benefit on the coun- 
try, if they could succeed in reducing the hours of labour. 
If only a few men stand out against overtime, their own 
■dismissal will be the only practical result But a general 
combination of the workmen may be strong enough to 
impose their own terms, not only on the employers, but 
on the customers, who are most to blame for the evils of 
the system. But, here again, the extreme length to which 
solicitude of the unions is carried, becomes a positive 
hindrance to industry. The union authorities lose sight 
of the real object which deserves to be attained, and in- 
stead of simply forbidding over-exertion for the sake of 
the men themselves, they limit the quantity of work to be 
done by each man, in order that more men may be em- 
ployed to do it. 

To enact — as is done by Bricklayers' Labourers' Unions 
in different parts of the country — that a man' shall only 
carry twelve, ten, or eight bricks in his hod at one time, 
may be nothing more than a necessary protection against 
the attempts of foremen or employers to get more work 
out of the men than they are well able to perform. But 
some of these unions insist that bricks shall be carried in 
hods not wheeled in barrows, although the latter would 
be a much easier method of doing the work. Thus, in- 
stead of saving the men from fatigue, they insist upon 
their fatiguing themselves, in order that the work — ^being 
done in a cumbrous way — may last longer. Here, again, 
the men do no^ood to themselves as a class : for by 
making building work more expensive, they diminish the 
quantity done, and do not get more regular, or better 
employment 

Mr. Thornton — from whose well-known work on 
■** Labour " most of the instances cited aboN^ ^x^ ^'s^c^^^ — 
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gives another illustration of the way in which workmen 
proceed on the assumption, that whatever is lost by their 
employers must be gained by themselves. In the coim- 
try there is a general understanding, that, when a man has 
to walk some distance to his work, half of his walking 
time shall be counted as part of his day's work, and paid 
for accordingly. The rule is reasonable enough in 
cases where the distance to be walked over is great 
enough to be worth taking into account But, in some 
places, the men insist that every man shall be allowed 
walking time — even though some of them may be living 
close to the place where they have to work — and in other 
places they even require that all the men employed on 
the same job shall meet at a common starting-point, and 
walk together to their work — even though some of them 
may have to pass their final destination in order to reach 
the appointed place. Thus a rule originally made for 
the general convenience, becomes so altered as to become 
nothing more than a regulation for enforcing waste of 
time. The men are compelled to make an exertion from 
which they themselves derive no benefit, simply in order 
that the employers may be compelled to pay for what 
they do not want. 

The foregoing instances have not been adduced in order 
to show that Trades' Unions are obstructive bodies : but 
simply as examples of the practical effect of inconect 
notions concerning the nature and objects of industry. 
It will have been noticed that most of the examples are 
taken from* the practice of the building trade; which is 
certainly not one which would be expected to furnish the 
best educated, or most enlightened specimens of the 
working classes. Nor can unionism be regarded as the 
cause which produces either the exclusive spirit or the 
^irtioT shirking work, which have been described above. 
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In places where there are no unions, a new hand is soon 
told that he is not to work harder than his comrades, in 
order to win favour from his employers at their expense. 
Indeed, the same feeling is universal among schoolboys 
in regard to their lessons, and, no doubt, admits of a 
similar justification. Boys and men have a general no- 
tion — certainly founded on experience — that if they exert 
themselves more than usual, their masters will expect 
them to do more in future ; and every schoolmaster, and 
even parent knows that it is unwise to bestow high praise 
on one child in comparison with the rest. The restric- 
tions on the amount of work to be done by the men, are 
no more than a natural protest against the attempts of 
employers to get the greatest amount of work done in 
return for the smallest amount of pay. Wherever industry 
is carried on by two distinct classes^-capitalists and 
labourers — one of which gains a larger share of the profits 
just in proportion as the other receives a smaller, such a 
spirit of mutual hostility must be expected to show itself 
in various forms. 

III. — Their Proper Functions. 

So much space having been devoted to criticising the 
ill-advised practices of Trades' Unions, it would not be 
fair to conclude without some recognition of the benefits 
which they confer, or may confer, on the classes which 
they represent To talk of unionism as a disease, or a 
caiJter which ought to be eradicated by violent measures, 
is to show an inability to appreciate the true importance 
of the movement which has found expression in unions. 
The mere fact that the unions of this country now con- 
tain nine hundred thousand members, and include repre- 
sentatives of every trade which is of any consequence, is 
enough to show that they afford no slight advantagje to 
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the working classes : for, otherwise, the legal and other 
persecution against which they have had to struggle* 
would, long ago, have proved fatal to them. 

The chief benefit which an union confers on its mem- 
bers is obviously that of supporting them when — from 
any cause — they are out of employment. No doubt, 
there are many other societies which perform the same 
function without laying themselves open to any of the 
charges which have been directed against different unions. 
No one objects to workmen subscribing to help one 
another in case of loss of employment through sickness 
or accident ; but the propriety of an organisation for the 
purpose of giving mutual support during a strike is more 
open to question. Yet, except on the unreasonable as- 
sumption that in every dispute between capitalists and 
labourers the latter must be in the wrong, it is most 
desirable that both sides should combine for the purpose 
of spreading the unavoidable suffering over as wide a 
surface as possible, and so diminishing its intensity. 
Employers have long recognised the necessity of com- 
bining in order to protect one another against what 
they consider improper demands. If they did not do 
so, they would be attacked one by one, and each in 
turn would be compelled to give in. Obviously the men 
must derive the same advantage from combination as 
their opponents : and it is certainly better for them to be 
able to present an united front. The fact that the com- 
mittee of an union represents a large and compact body, 
enables them to speak with an authority to which they 
could not otherwise lay claim : and this is no slight ad- 
vantage in disputes where more may often depend on 
the manner in which a thing is done than on the thing 
itself. 

hsLve endeavoured to show that the formation of 
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unions does not enable their members to extort higher 
wages from their employers ; but it does not follow that 
they can do nothing to improve their condition. The 
reward of industry depends on its efficiency : and no 
combination can enable men to earn more than they 
produce. But it is in the power of the men themselves 
to determine the way in which their work shall be done, 
and the time which they will devote to it. 

If the authorities of different unions would devote 
themselves to the suppression of unhealthy or dangerous 
practices which are not really necessary in the peculiar 
•circumstance of their trades, they might really benefit 
their own members, and through them, the country in 
general. It is in their power to insist, that none of their 
members shall work in factories where proper precautions 
^re not taken to protect the workpeople from being in- 
jured by the machinery, or in mines where proper provi- 
sion is not made to secure ventilation, and means of 
escape for the miners in case of accidents. The co- 
operation of large and powerful unions would be of great 
assistance to the Government in its attempts to protect 
workpeople against the consequences of the carelessness 
or indifference of employers. 

So with regard to overtime. The efforts of the Go- 
vernment to secure shorter hours of labour for women 
and children, are continually frustrated by the very per- 
sons whom it is desired to protect, acting in concert 
with the employers, against whom they need protection. 
However unexpected an inspector's visit may be, there 
is too often time enough for the women and children to 
leave their work and hide themselves before he can dis- 
cover that the law has been disobeyed. But in the case 
of a rule against overtime made by an union, every 
member would be interested in enforcing it; and., it 
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being made by the men themselves, they would have no 
scruple about reporting its infraction. The engineers of 
Newcastle succeeded in 187 1 in obtaining a reduction of 
the working day from ten to nine hours : and though this 
is by no means the same thing as the abolition of over- 
time, it no doubt amounted to a real shortening of the 
hours of labour for many thousands of operatives. Even 
if the attempt which the employers are now making ta 
revert to the former practice should prove successful, 
the engineers will have enjoyed for seven years the fruits 
of their former victory. 

Perhaps the most important benefit which the unions 
are likely to confer on their members, though it would 
require a considerable improvement in their organisation 
to effect it, is the transfer of labourers from places where 
they are not wanted to others where they are. To obtain 
this result in perfection, every union ought to have 
branches all over the country, so that the central com- 
mittee would be sure to receive reports from any place 
where men were wanted. The large unions already ap- 
proximate to this ideal, and render a great service to the 
country in general, by sending their unemployed mem- 
bers to places where work is to be had. Thus it is for 
the interest of the workmen, and of the country, that 
small unions should be united into large ones, so that 
the greatest possible amount of information may be con- 
centrated at one point. In a trade like the building 
trade, where it is necessary that the workmen should 
move from place to place, according as they are wanted, 
it must be a great advantage to them to possess an 
organisation which will support them in whatever part 
of the country they may happen to be. The larger the 
union, and the more numerous its branches, the better 
able it will be to give assistance in cases of local depres- 
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sion of trade, and to support its members when engaged 
in a struggle with local employers. 

The mere fact that an union has many branches, en- 
ables those who direct it from the centre, to take a wider 
view of a local dispute than could be done by a local 
union. The central authorities have information respect- 
ing the state of trade in many places, and are able to 
judge whether the particular demands put forward by 
the men at one place are justified by the general circum- 
stances of the trade of the country. As a strike cannot 
be originated by the central authorities — ^while these may 
prevent one in which a branch committee propose to 
engage — the formation of national unions, has a ten- 
dency to prevent many strikes which might otherwise 
take place. ^ It is true, that, just as the absorption of 
many petty states into a large empire puts' an end to 
petty wars, but, at the same time, opens the way to new 
wars on a gigantic scale, so the amalgamation of local 
imions into a national society, renders possible gigantic 
strikes which could not otherwise have taken place. 
But even admitting this, it is something that strikes 
should only be entered upon after the gain and the loss 
have been fully counted ; and when some principle of 
sufficient importance to obtain the support of a large 
number of men is at stake. The crimes which have 
brought so much disgrace on the cause of unionism, 
have been committed at the instigation of the officials 
of unions, which were so small, that all the members 
were directly and personally interested in the strike 
which they supported : and it is to the formation of large 
societies that we must look for the growth of a spirit of 
conciliation and moderatioh in the settlement of trade 
disputes. 
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CHAPTER VI. 

CO-OPERATION, 

I. — Co-operative Societies. 

As a remedy for the disputes between capitalists and 
workmen — which have inflicted so much injury on both 
classes — it has been suggested that workmen should 
themselves provide the capital necessary for carrying on 
their particular industry. While one class provides the 
capital, and another does the work, it seems natural that 
each should think at times that it receives too small a 
share of the common gains ; but it is argued that such 
discontent will not arise if the same people who performed 
the labour provided the capital also. They would see, 
it is supposed, that they could not raise their wages 
without diminishing their profits, nor increase their pro- 
fits without reducing their wages : and, therefore, would 
not be likely to make any alteration which was not 
recognised as necessary by all concerned. 

Co-operative societies are a practical attempt to carry 
out this theory : and the success which some of them 
have achieved may be taken as no unimportant testimony 
to the soundness of the principle on which they are 
based. A number of men put by their savings until 
they have collected enough to start a small business, and 
amongst them all that is over, after paying the 
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necessary expenses. No member of such a society is 
likely to refuse to wheel bricks in a barrow, because 
employment would be furnished for more men if the 
bricks were carried in a hod. Nor is any one likely to 
go out of his way when proceeding to his work, in order 
that more time may be passed in walking, and less^, in 
working. But if the more sensible and more industrious 
conduct of the men brings an increase of business to the 
society, an opening is speedily made for that very an- 
tagonism of interests which co-operation is supposed to 
remove. A larger business requires an increased capital : 
and it is soon found that some of the shareholders come 
into possession of more shares than the rest, and from 
various causes cease to be employed by the society. As 
soon as this happens, the shareholders who are not also 
in the service of the society, desire to get all the profits 
for themselves and their fellow-shareholders, and to give 
nothing but ordinary wages to those whom they employ. 
If the society prospers, many workmen will be attracted 
to its service who have not had the opportunity of pur- 
chasing shares : and if they receive nothing more tluin 
the ordinary rate of wages, they have no more induce?- 
ment to exert themselves than if they w<?rc working for 
private employers. A society which wiiihes to dc»crv<: 
the name of co-operative, should j;rovidc for a distribu- 
tion of a share of the ytohu among th/>«e yf\unn it 
employs, whether they are sharehoUkrs or n^H ; an/1 i/Atti 
should be taken to ptcvent^ if {Hmthk, i\ui rula (rmn 
being rescinded by the %hzrtho]d^n. 

Co-operation has had riuny \m\\mii j»M/;/;<;#^i> ni 
Rochdale, and dsevhere ; but it wijuUl \m a, mUiak^', Up 
infer from these that ihn prifuiph h fiu^l Utf umit^^4\ 
adoption. The sooee»« tA ai» ittdu^Uhl uft^UfUtkiui^ 
depends on the ability fA 0k^^^ yifUp tmrn^fn ii'. w^ 
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the high position which has been attained by several 
co-operative societies, shows little more than that they 
have been managed by men of ability, who might have 
made large fortunes, if they had set up in business on 
their own account. Many co-operative societies which 
have been established without competent managers have 
failed ; and even success tends as above stated, rather to 
assimilate them to ordinary joint-stock companies, than 
to establish a harmony of interests between employers 
and employed. A few instances in which high dividends 
have been earned, can be no more taken to prove that 
co-operation is a profitable system than the large incomes 
of a few successful barristers prove that the bar is a 
profitable profession. When promoters of companies 
invite subscriptions for a new one which is to carry on, 
say a brewery, they parade before the public the high 
dividends which are paid by a dozen or so of the most 
successful brewery companies in the kingdom : as if the 
fact that a few are making high profits, were enough to 
show that a new company could gain as much. If new 
co-operative societies are established in the belief that 
the mere principle of co-operation will enable them to 
succeed as well as the Rochdale pioneers, whether they 
are well or ill-managed, nothing but disappointment and 
loss can be the result. 

No doubt, something is gained whenever a man who 
works for wages is also placed in the position of a 
capitalist In the one position he may think it hard to 
submit to a reduction of wages ; but, in the other, he 
may find himself obliged to enforce it : and, therefore, 
may be more inclined to make allowance for his em- 
ployer's conduct in resorting to such a step. The great 
development of the co-operative movement at Oldham, 
ODDgap to have had an effect of this kind by placing 
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so many persons in the position of shareholders in one 
company, and of servants of another, that a considerable 
reduction of wages was lately effected, without producing 
any serious strike. But the same cause which prevents 
joint-stock companies from competing in many trades 
with private firms, tends also to prevent co-operative 
societies from multipl)dng to such an extent as to make 
any great difference in the position of the working 
classes. 

The success of a business depends on the ability of 
its manager ; and, however liberal a company may be, 
it cannot offer as high a remuneration to its manager 
as he could obtain by establishing a successful business 
on his own account. Thus the more enterprising mem- 
bers of the class from which managers are taken, are 
pretty sure to set up for themselves ; and, as enterprise 
is the life of trade, are sure to obtain more brilliant 
successes than companies where the manager being 
responsible for the safety of other people's money, is 
obliged to be cautious. The trades in which joint-stock 
companies have competed most successfully with private 
capitalists are those of banking and insurance, where 
caution — ^not enterprise — is the chief requisite. And 
they are seldom able to succeed in manufactures where 
so much vigilance and energy are required to take 
advantage of every turn of the market. 

This leads to another consideration which ought not 
to be lost sight of — viz., the imprudence of what is com- 
monly known as " carrying all one's eggs in one basket." 
It is most desirable that workmen should take an interest 
in the success of their employer ; and, if they have shares 
in the capital of the concern, they are no doubt likely to 
do their utmost to secure his prosperit}'. But if the 
business is amine or a manufactory, the success of wl\k.\iL 
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is very uncertain, and depends on their employer's judg- 
ment, it would not be prudent for them to invest their 
savings, or a large part of them, in the same concern as 
that from which they derive their wages. The use of 
saving is to provide the means of support when people 
are deprived of the resources on which they are accus- 
tomed to rely ; and if workpeople invest their money in 
the same business as that on which they depend for 
wages, the same catastrophe may deprive them of their 
wages and of their savings. The case is diiBferent with 
fishermen on the sea-coast who invest their savings in 
the purchase of a boat, or a- net. The practice of fisher- 
men is true co-operation between capital and labour : for 
the fish when caught, are divided among all who have 
contributed to the capture — so many shares being given 
to the owner of the boat, so many to the owner of the 
net, and the rest divided among those who have only 
furnished labour. But the trade of a fisherman, though 
uncertain as regards its results from day to day, is one 
on which a man can rely for a livelihood, and is not 
exposed to those sudden calamities which cause the total 
stoppage of a coal mine, or a cotton factory. A fisher- 
man who owns a boat or a net may feel sure of obtain- 
ing a larger income than those who have not saved 
enough to buy these useful articles, and the risk which 
he runs of losing them, is only such as every one must 
run who engages in industry at all. 

II. — Co-operative Stores. 

The Co-operative movement has done little towards 
effecting harmony between the interests of capitalists and 
workmen; but it has done somewhat more towards- 
establishing harmony between dealers and customers. It 
has been found that the most profitable business for a 
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co-operative society to manage, is that of selling grocery 
and other necessary articles to its shareholders and others. 
As a rule, they do not give any share in the profits to the 
clerks and shopmen whom they employ ; but they adopt 
various plans for returning to the customers any excess of 
profit above what is considered a fair return on the capital 
invested. Sometimes the excess is returned in cash to 
the customers in proportion to the amount of their pur- 
chases; while, in other cases, the society attempts to 
benefit them by reducing the retail prices as nearly a» 
possible to those at which the goods are purchased whole- 
sale. It is certain that large numbers of customers have 
thus been benefited: either by paying less for what 
they consume, or by receiving back money which they 
had looked upon as spent. But even here prosperity 
develops the same antagonism of interests which is dis- 
played in ordinary trade. As the business increases, tho 
shareholders — ^who alone are able to control the inan«f(d- 
ment of the concern — seek to secure as mu<:h as possible 
for themselves, and to leave as little as they cau Uf the 
customers who are not shareholders. If, (or i\n^tr tmn 
sakes, they do not raise their prirxs, they try by lifiiitihij 
the number of shareholders, or by n'mn^^ th<tTr»«*«lvft» 
special privileges — to get more than th^y wotiM \tt tn- 
titled to if they were iiwaycd by no oth^r utoiivtt iUm 
that of promoting the public; wtMart:, 

The great advantage whkh tjHfiHt^niW^r «>t//f^4* ^''j^'K# 
in comparison with private j^b//|y<i$^ h, iit^i iMrtmu tiUf^n^- 
holdeis form a laigc Wly wh/> hi*v^ tir^ihiUtri iui^f^i^f in 
dealing with theniy rather thaw wiih '44tyfMm ^^f^ t4 ih*^ 
same kincL Small x% ihe Mff^/^tH tA iSt*', %\mt^- fff ^Ar 
scription may tie, tJ^ m^*c fe/,t 0^*1 m u^^u h»^ \.f''*)^ 
something to es^tatfibh * i^/fK ^^>% * ;^*#l Wky Ut ipf- 
duce him to deal ther^:^ ^^rft H ^h^. */M fA ^^m Ummp 
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venience to himself, in order that his investment may be 
made profitable. A large body of customers being thus 
secured, a co-operative societ)'^ is saved from the expense 
of advertising, which forms so heavy a charge on private 
tradesmen, especially at first starting. They are also 
saved from what is indeed but another form of advertising : 
viz., the necessity of taking a house in a frequented 
thoroughfare, in order to attract chance customers. 

The advantages above enumerated are not in them- 
selves sufficient to secure success ; but, when coupled 
with good management, they constitute an important 
source of profit. But the profit gained by the society is 
in reality obtained at the expense of the customers. The 
fact that a large number of people are determined to 
deal with the society, enables as much business to be 
done at a single store as would furnish employment for 
ten shops ; but the customers submit to the personal in- 
convenience of coming from long distances, and of 
waiting their turn to be served. An ordinary tradesman 
will not venture to try the patience of his customers by 
keeping them waiting ; and, if his business increases, he 
will engage more shopmen in proportion, even though 
some of them have to stand idle for part of the day. 
But a co-operative society, knowing that its customers 
cannot buy their things so cheaply elsewhere, and feelihg 
secure of large custom in any case, will cut down its 
shopmen to the number which is just sufficient to do the 
work without regard to the convenience of each customer. 
There are, of course, many persons who would rather be 
kept waiting than spend more money; and the large 
business done by the most successful societies, proves 
them to be able to meet the wants of a numerous class. 
But the dread which has been manifested by so many 
tradesmen, lest co-operation should altogether supplant 
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private txade, seems to have no better foundation than 
the belief prevalent at the time of the introduction of 
railways : that their development would enable the 
country to dispense with horses. Just as railways — by 
reducing the expense of long journeys — enabled people 
to make a number of small journeys, which would other- 
wise have been impossible, and for which horses are 
required ; so co-operative stores — by reducing expendi- 
ture in one direction — enable people to spend more 
money on other things which can be best supplied at 
private shops. 

The superiority of individual to corporate manage- 
ment, enables private tradesmen to succeed in those 
branches of industry where continued vigilance and 
activity are required to meet the ever-changing tastes of 
consumers. It is generally found, for instance, that co- 
operative societies fail to carry on the business of a tailor 
with success, while they are generally successful in their 
grocery departments. No doubt, it is more difficult to 
suit the 'taste of every customer in the matter of dress 
than in that of grocery : where the same article has to be 
supplied for years together. 

The refusal to give credit, which may be taken as a 
fundamental rule of co-operative societies, may be re- 
garded as a confession of their inability to contend on 
equal terms with private tradesmen. Singularly enoti^li, 
their practice in this respect \% upheld, and even <:(;n- 
sidered essential, by persons who believe that ro f^pem 
tion is destined to become universal I'nt ext^rifiive 
commerce cannot be carried on without ftmne ri^k : \m([ 
a tradesman who maintains that be cinn/;t %\\(i.tt^A if fie 
allows credit, thereby admit«( that he i-j inff fi/;r to \m 
rivals. Hcfwever desirable it may l^e that no out' ^h(tuM 
run into debt, it is absolutely nece<wary in fitMij 
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and highly convenient in an immense number — that 
honest people should obtain goods without paying for 
them on the spot : and a movement which aims at dis- 
pensing with credit, can never obtain success beyond a 
very limited sphere. 

Several successful co-operative societies have been 
established by the members of the Civil Service, who, in 
this country are always certain to have their salaries 
punctually paid : and who must, therefore, be well able 
to pay for what they order. But in our colonies where 
the Parliamentary system does not work so smoothly as 
in England, and the stoppage of supplies is by no means 
an unprecedented event, the civil servants may often, 
without any fault of their own, be unable to pay ready 
money for what they want. On one of these occasions, 
the salaries of the civil servants in New South Wales 
remained for some time unpaid: and the co-operative 
society, which some of them had established in Sydney, 
would have been forced to suspend operations if it had 
not been able to borrow from a local bank. Thus the 
society was practically forced to admit that the system 
of giving credit is not so reprehensible as many of the 
advocates of Co-operation would have us believe. 

The practice of refusing credit is not peculiar to these 
societies; but is pursued by many private tradesmen, 
who are, of course, fully justified in adopting any rules, 
which they find profitable. Some of these have been 
able to establish gigantic stores, and to carry on almost 
or quite as great a variety of business as is done at the 
largest co-operative stores. Success in either instance 
proves very little more than the ability of those who 
manage the concern ; and there is no reason to expect 
that large shops, whether under private or corporate 
management, will ever supplant the small retail dealer. 
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The aoooonts of a pdvxte conxsn not being m^Aters of 
notoriety, t^ amount of its soocess is not do patent to 
the general public ; but as far as oatwaixl appeorinoes 
go, it would seem that the small tradesmen of London 
have as much to dread firom the competition of Mn 
Whiteley, as from that of the Civil Ser\'ice Supply 
Association. 

There is, however, one advantage which co-operation 
of this sort affords to the customers which is not to be 
expected, at least, as a rule, from private tradesmen* 
When a business is carried on by the customers, the 
temptation to aduUeration, and other kinds of fraud, is 
at once removed. Whether the profits arc returned to 
the customers, or whether the shareholders alone receive 
them, so long as a great number of the customer H arc 
shareholders, there is no inducement to deteriorate the 
quality, or to diminish the quantity of the good* wuppllcH. 
In a poor neighbourhood where there \% little choic e of 
shops, it is a matter of great importance that people 
should be able to resort to a place where they know thttt 
they will not be cheated; but when a co-oprrfltive ftOf lety 
merely retails goods which it doe» not mttniiftt/ turf?, \{tnu 
only afford a partial security again»t mh\\ie.tt^[]tiih \\ l«» 
significant that, some year« ago, the Mvil K^rvi/ ^ ^\\f\)\y 
Association ceased jjclling green ita^ h^f mi^^ ft rfit,uifit 
supply of the una^Julterate^l AfikkfAfiiU) uffi h^ f/tof utnt 
Private tradesmen who drea/l th^; f/ftnp^Mf^ftt ttH M^M^ 
societies, have, in thmown h^tf^^ t>^ utH**m f/t ^Upn/Utu 
their rivab of one great 2uh»nfjij(f', 

Adam Ses*^^^ rrV/r^ *h!*^ \ rn^^-H f 19^4/1^ h't^i fSffnh *tfh 
general pcir^pie t;-^^ ;v>/^ V^/^'f ^/f^tr^imm ^jj^^^^ 
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compete with private firms in those trades in which it was 
possible to reduce the business to a single routine, com- 
pliance with which could be easily enforced upon the 
officials. He specified banking, insurance, and the con- 
veyance of persons and goods from place to place, as the 
chief trades falling within this category ; and the expe- 
rience of later times has, in every material respect, con- 
firmed the soundness of his judgment. In banking and 
insurance, joint-stock companies have gone far towards 
driving private competitors out of the field altogether : 
obviously, on account of the greater security which their 
larger capital affords for the due discharge of all their 
debts. Railway and steamboat companies now do the 
work, which, in Adam Smith's time, was performed by 
canal and shipping companies ; but joint-stock companies 
are as far as ever from supplanting private enterprise in 
trade and manufactures. 

A company can succeed when it is fortunate enough to 
secure a competent manager and good directors ; but the 
large profits of private trade still draw away many of the 
ablest of the men who devote themselves to business. 
When a co-operative society has trained its servants to- 
become competent managers, it is continually exposed to 
the disadvantage of seeing them tempted away from its. 
service by higher offers from private merchants or manu- 
facturers. Private employers are, no doubt, exposed to 
a similar competition ; but in the great struggle for life 
which is continually going on throughout the whole field 
of industry, an institution which can only hold out the 
hope of a moderate competence to its servants, is placed 
at a serious disadvantage in comparison with those which 
afford the prospect of a vast fortune to be gained by" 
industry and enterprise. 
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There is, however, one way in which the advantages of 
private and joint-stock management may — to son>e 
extent — ^be combined. A successful manufacturer may 
allow his workmen and others to take shares in his busi- 
ness, while he may still retain so large a proportion of the 
whole capital as to be able to control the management ; 
or he may stipulate that the management shall be ex- 
pressly confided to him alone. In such a case, the 
manager has as much interest in doing his best as if the 
whole concern were his own property , while, if any of 
the workmen employed are also shareholders, they have 
more than the common incentives to exertion. The 
French commandite is a kind of company established on 
this principle ; and it seems a pity that similar institutions 
have hardly ever been established in this country. 
• Some private employers in this and other countries 
have tried various methods of interesting their workmen 
in their own success, with the view, more or less dis- 
tinctly conceived, of devising a practical cure for the 
industrial warfare from which all classes now suffer so 
much. But although these attempts have been by no means 
devoid of success, none of them have as yet achieved 
such a triumph as to warrant us in expecting that they 
will lead to a general reform in the system on which 
industry is now carried on. One of the most celebrated 
attempts of this kind was commenced in 1865, by Messrs. 
Briggs, the owners of the Whitwood colliery, near Nor- 
manton, in Yorkshire. Weary of continual disputes with 
the miners whom they employed, they resolved at last 
to invite them to take shares in the business, which was 
converted into a limited liability company for the purpose ; 
and they arranged that whenever the profits exceeded 10 
per cent., a bonus should be distributed among all who 
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were employed by the company, whether shareholders or 
not. Not many shares were taken up by the workmen ; 
but the distribution of the bonus produced a salutary 
eJBfect in stimulating their industry, and making them 
more careful of the company's property, than they had 
been of that of Messrs. Briggs. But the experiment 
has not succeeded in removing that antagonism between 
employers and employed, which it was designed to put 
an end to. In 1874, Messrs. Briggs, as managers of the 
company, proposed a reduction of the miners' wages, and 
the result was, first, a strike on the part of the latter ; and, 
secondly, the rescinding of the rule which required the 
distribution of surplus profits among workmen who were 
not shareholders. Since 1874, therefore, the company 
may be considered as a mere joint-stock company of the 
ordinary type. 

It is significant that the strike above referred to was 
supported by an union to which the men belonged, and 
that they had more confidence in an organisation of their 
own than in a plan devised by their employers, ostensibly 
for their benefit. It is disappointing that so well meant 
an effort should have practically failed ; but we can hardly 
wonder that the miners thought it prudent to join an 
union, and if they joined one, they must support a strike 
judged to be necessary by the other members. However 
successful the Whitwood Company might be, it must often 
be necessary for some of the miners to be dismissed, and 
they would be badly off indeed if they had no union to 
fall back upon for support when out of work. It could 
hardly be expected that the union should allow its mem- 
bers to submit to a reduction at one colliery, if they were 
standing out against it at other mines ; so that an isolated 
attempt like that made by Messrs. Briggs, could do little 
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towards producing more cordial relations between mine- 
owners and colliers. 

Whenever the employes of a company have been in- 
vited to take shares in it, it has been found that very few 
avail themselves of the privilege : and this may be ac- 
counted for by several considerations — the principal being 
their unwillingness to "carry all their eggs in one basket/' 
Some of them have a natiu^ disinclination to let their 
employers know how much they have saved, and how 
they have invested it. Where there is a probability of 
disputes respecting the management of the company being 
waged between the shareholders, its servants will act 
wisely, if they decline to buy shares which will impose on 
them the burden of a vote. WTiichever party triumphs, 
:some of the servants of the company are likely to suffer ; 
and it is much better that they should have no interest 
which would interfere with the conscientious discharge of 
the orders of their superiors, whoever they may be. It 
is a favourite trick of dishonest directors to stifle inquiry 
by transferring shares into the names of the company's 
officials, who are obliged to vote according to the dicta- 
tion of their masters. It does not appear at all desirable 
that any greater facilities should be afforded for a small 
clique to retain possession of the management of a large 
company. 

While, however, it does not seem likely that arrange- 
ments can be made which will secure that all the work- 
men in a large concern shall take as much interest in its 
success as if each was working on his own account, there 
can be no doubt that it is a wise plan to make the interests 
of as many as possible of the officials identical with the 
success of the business. This, however, is no new 
principle, but simply one which is, and has always been, 



io6 



Co-operation. 



carried into practice by private employers in such various 
ways as the nature of their business renders possible. 
The late Mr. A. H. Stewart, the New York millionaire, 
is said to have unflinchingly adhered to his rule of dis- 
missing the chief of any department of his business, the 
accounts of whicLshowed that there had been a loss during 
the previous year. There are, no doubt, many capitalists 
who employ similar, if not equally severe, methods to- 
secure efficient service from their subordinates. 
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CHAPTER VII. 

CURRENCY AND BANKING. 

I. — Money. 

The wealth of a country does not consist wholly or 
chiefly of its money ; but a good currency is an extremely 
useful instrument for carrying on the trade by which that 
wealth is transferred from hand to hand. In every part 
of the world men find it necessary to exchange the goods 
which they have produced for other goods produced b}- 
others, which are more suitable for supplying their own 
wants. Barter, which is the simplest form of trade, con- 
sists in the direct exchange between two persons : each 
of whom wants to consume the goods which the other 
produces. But it is only a very small portion of the 
whole trade of the world which is now conducted in this 
simple fashion. Almost every one who wishes to have 
any of his wants supplied by others now finds himself 
obliged to keep in hand a stock of some articles which 
will be generally taken in exchange for surplus goods, 
although no one may, at the moment, want it for his own 
use. In different countries, different articles are used as 
such a medium of exchange ; but whatever is thus used 
may be considered as the money of that country. Shells 
and cloth are used in parts of Africa, blocks of tea in 
Tartary, and dried fish in North America. But it has been 
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generally found that the metals — gold, silver, and copper, 
are the best fitted for the purpose. 

In order to serve as money, an article ought to possess 
many different qualities which are not often found together. 
It should be durable : in order that people may keep a 
stock of it always ready for any opportunity which they 
may have for exchanging it for what they want. This 
quality is possessed in a high degree by the metals — 
especially gold — on account of the chemical properties 
which prevent it from tarnishing or wearing away, except 
after long use. 

In a country which has an extensive trade, the substance 
of which money is composed should neither be heavy 
nor bulky in proportion to its value : so that as little labour 
as possible may be required to transport money to and 
from the places where it is to be used in effecting ex- 
changes. This quality again is possessed, in a high 
degree, by gold and silver ; and the nations which em- 
ploy them enjoy a great advantage over those which use 
cowrie shells or bales of cloth for the same purpose. 

The material of money should be easily divisible : so 
as to be capable of .effecting all sorts of transactions, 
whether large or small ; and, here again, the metals enjoy 
a great advantage on account of the facility with which 
they can be melted and fashioned into blocks of any 
required size. Cattle — which in ancient and modem 
times, have been used to serve the purpose of money — 
are obviously deficient in this respect, as it is impossibly 
to sell less than a whole ox at a time, though its owner 
must often wish to procure some article of less value. 

Though not absolutely essential, it is desirable that the 
substance used as money should serve some useful pur- 
pose in order that it may be acceptable in many countries, 
and silver being highly prized as ornaments, are thus 
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Itble to command a market all over the world ; and are, 
therefore, particularly suited for use in foreign commerce. 

As a set-off against all these advantages, gold and silver 
are subject to one disadvantage which only makes itself 
felt when they have come into general use. As they con- 
tain a great value in a small bulk, a slight difference in 
their quality or quantity is a matter of great consequence, 
and yet it is difficult to detect any alteration which may 
have been made for fraudulent purposes. An alteration 
in the quantity may, indeed, be detected by the use of 
the balance ; but this involves trouble and delay. It may 
not be a serious impediment to business where a large 
amount of money is to change hands ; but in the small 
transactions which compose the great bulk of the trade 
of every country, the loss of time consumed in weighing 
the metal, would be a serious matter. A more important 
objection is the difficulty of detecting an alteration in the 
quality of the metal. Gold of very diiBferent degrees of 
fineness presents the same appearance to the eye ; and 
yet, with so costly a material, it makes a great difference 
if a tenth or a twelfth part has been abstracted and re- 
placed by a less valuable metal. Such a fraud can only 
be detected by the process of assaying, which is trouble- 
some and costly, and requires skill, knowledge and appli- 
ances which it would be difficult for all traders to acquire. 
Unless, therefore, some means could be devised for pro- 
tecting people 'against loss from having base metal passed 
oflf as fine gold, the metal could not, with advantage, be 
generally used as money. 

It is to save their subjects from such losses, that the 
governments of nearly every civilised country have under- 
taken to issue pieces of metal, called coins, of different 
sizes, bearing a stamp which indicates both their weight,. 
and the fineness of the metal of which they are composed 
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Thus, the com wfaich we call a sorere^ is a piece of 
gold mixed with copper in tibe proportioa of deven of 
die former to one of die latter, and weighing fire penny- 
weights and three-and-a-quarter grains tror. Eighteen 
hundred and sixty-nine sovereigns weigh iarty pounds ; 
and any person who takes forty pounds of gold contain- 
ing a twelfth part of alloy to the mint, is entided to 
demand eighteen hundred and sixty-nine sovereigns. 
Thus the transaction looks like a sale of gold bars for 
money ; and to some persons it appears singular that the 
Government should always pay the same price for bars of 
gold The Government, they say, does not fix the price 
of bread or of cloth, because the cost of producing diese 
articles is constandy varying : so why should it attempt 
to fix the price of gold ! The answer is very simple : — 
'ITie price of cloth is the rate at which cloth will exchange 
for gold, and, as the value of each of these substances is 
liable to vary from causes peculiar to itself, it is impossible 
to f\\ their relation to one another. But the price of gold is 
the rate at which the same metal in one shape will exchange 
for itself in another shape, and it is evident that every cause 
which affects the value of gold will affect it in both shapes 
equally, and, therefore, will not alter die rate at which it 
would exchange for itself. A person who takes gold to the 
Mint does not exchange one article for another ; but leaves 
an article to be stamped as a certificate of its quantity and 
(luality, and to be then returned to him. The Bridsh Mint 
receives gold, and stamps it free of charge. But even if 
a slight charge were made to cover the qxpense of coinage, 
the rate at which coin would be given for bars, would be 
(juite unaffected by changes in the value of gold. 

In order to draw a comparison between the price of 
l)read and the price of gold, the price of the former ought 
to be measured in flour : that being the material of which 



Value of Money, 1 1 1 



Thread is made. In point of fact, the law which prescribes 
that a quartern loaf shall weigh four pounds, is precisely 
analogous to that which fixes the amount of coin to be 
given for bars at the Mint. In neither case does the 
Government attempt to fix the rate at which two different 
articles shall exchange for [each other ; but in both it 
provides that an article shall be what it professes to be. 

II. — ^Value of Money. 

The value of gold — which is a totally different thing from 
its price — depends, like that of all other commodities, on 
the cost of its production. Due allowance being made 
for the peculiar hardships of a miner's life, the value of 
gold settles at such a point that a man can earn as much 
of it by labouring at other employment as he can by ex- 
tracting it from the earth for himself. Any discovery 
which makes it more easy to obtain it from the mines, 
makes those who have obtained it willing to part with 
more of it in exchange for the labour of others, or for 
-articles which are the produce of that labour. If, on the 
other hand, it becomes more difficult to extract gold, the 
miners can command better terms in exchanging their 
product for the products of other kinds of labour. 

Gold, being one of those articles which are obtained 
directly from the soil, its cost tends to increase whenever 
it becomes necessary to raise a larger quantity. It is 
necessary to dig deeper into the earth, and to construct 
more costly machinery : the expense of which can only 
be reimbursed by an increase in the value of the product. 
In the case of iron or of coal, an increase of cost makes 
itself apparent by a rise of price. But it is obvious that 
this cannot happen with the material of which money is 
<:omposed. What does happen, is a general fall of money 




112 Currency and Banking, 

wages; but as this result is only brought about by a 
number of transitions, which require years to accomplish, 
it is not surprising that it attracts little attention, and that 
the cause is not generally noticed. 

It is often supposed that if the value of gold rises^ 
the prices of all other things must fall in proportion ; 
but this is, by no means, a necessary or ev^ probable 
result. The value of every article is liable to vary from 
causes peculiar to itself, and it would be strange indeed, if 
gold should be the only article whose cost varied in the 
course of a whole year. The value of com varies every year 
on account of the proverbial uncertainty of the weather : 
and no reliance can be placed on the price of com as an 
index of the changes in the value of gold. The best, 
and indeed the only satisfactory, measure of these changes- 
is afforded by the rate of wages : a general fall in which in- 
fallibly proves that the value of gold has risen. Such a 
fall has taken place during the last few years : no doubt 
in consequence of the difficulty of producing the larger 
quantities now required to replace silver in the currency 
of Germany, and paper in those of France and of the 
United States. 

As gold is imported into this country from abroad, the 
first sign of its increased value is a fall in the prices of the 
articles which we export. The producers of gold, finding 
it more difficult to raise it, insist on obtaining more goods 
in exchange for an equal quantity of it. The manufac- 
turers of these goods can only afford to sell at low prices 
by resorting to a reduction of wages ; and a reduction in 
one trade leads to a corresponding reduction in others, 
in order that all producers may be placed on an equality. 
As everyone regulates or ought to regulate his expenditure 
according to the amount of money which he is accustomed 
to receive, every alteration in the rate of wages is the 
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occasion of a great deal of trouble and hardship. But 
when it has been effected, everyone is in the same position 
as regards comfort, as if the value of gold had remained 
unaltered. Everyone has less money to spend, but is able 
to get as much of other things as before. 

There is one respect in which money differs from all 
other things, in regard to the effects of a change in its 
value on its consumption. If iron becomes ten times as 
cheap as before, more of it will be consumed, but it will 
not follow that ten times the quantity will be required. 
A household which is/urnished with twenty knives, will 
not require two hundred because they can be got with 
the same amount of money \ so, if corn becomes twice as 
dear as before, its consumption will be diminished, but 
certainly not reduced one-half The quantity consumed, 
depends in both these cases on physical requirements 
which do not vary in proportion to the difficulty of pro- 
curing the articles in question. But there is always a de- 
mand for all the money that can be had. Money is only 
wanted for the purpose of being exchanged for other 
things ; and it therefore follows that the quantity required 
must increase in proportion as its value diminishes and 
vice versd^ If the transactions in which coin is used in- 
volve the transfer of property of the value of a million 
days' labour, fifty thousand ounces of gold will suffice 
when an ounce is worth twenty days' labour ; but when 
it is only worth ten days' labour, a hundred thousand 
ounces will be required. Yet people often speak of the 
commerce of tlie world becoming too great for the stock 
of gold now in possession of mankind ; as if the need for 
gold were a physical necessity — like that for food and 
clothing. Whether the quantity be large or small, it will 
always suffice for the wants of commerce — the only dif- 

I 
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ficulty being the trouble and inconvenience of arranging 
a fresh level of prices. 

Although the value of gold is ultimately determined by 
its cost of production, a long time is required to effect 
throughout the world a change in its value corresponding 
to a change in its cost. When a discovery is made which 
enables cloth to be manufactured with much less labour 
than formerly, a large quantity can be turned out in a 
short time, so that consumers soon get the benefit of it. 
When a similar discovery is made in regard to the con- 
struction of houses, a much longer time must elapse 
before the full benefit is enjoyed by all householders : as 
new houses cannot be at once substituted for old ones. 
The case of gold is like that of the latter of these ex- 
amples : partly on account of the natural difficulty ot 
raising large quantities of it, and partly on account of its 
great durability, to which it is owing that the whole stock 
in existence is very much larger than the produce of a 
single year. It has been calculated that a sovereign only 
loses one four-hundredth part of its weight by the wear 
and tear of a whole year, and that the amount of gold 
now in use is sixty or seventy times as much 'as is raised 
in one year from the mines. If, therefore, it becomes 
necessary to employ as much labour in producing three 
ounces as would formerly have produced four, the full 
effect upon prices will not be produced until the -stock of 
gold in each country where it is used is reduced to three- 
fourths of what it was before the change, and this would 
take many years to accomplish. If the cost of production 
is reduced by one-half, a still longer time will be required 
to effect a corresponding change in prices : for it would 
then be necessary to double the whole stock of gold in 
the world. 

When paper is used as money,there is no such difficulty 
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in adapting its quantity to the level of prices : and it is, 
accordingly, in countries using a paper currency, which 
•cannot be exchanged for coin on demand, that the con- 
nexion between the quantity and the value of money is 
most clearly seen. A few weeks would suffice for the 
manufacture of a hundred million one-pound notes ; while 
five years would be required to add as many sovereigns 
to the currency of the world. Whenever, therefore, a 
Government tries to relieve itself from pecuniary embarrass- 
ments — by issuing a large quantity of notes for which it 
will not give coin in exchange — wages and prices soon 
rise to such an extent that the larger quantity of paper is 
worth no more than the smaller quantity of coin which 
it has displaced. As the notes will not be received in 
other countries, and cannot be exchanged for coin, the 
•subjects of the Government which issues them can only use 
them to exchange for goods within the country ; and as 
nothing has happened to make their labour more efficient, 
they must give the larger quantity of paper for the same 
quantity of goods as before. Every further issue of paper 
beyond the amount of coin previously in circulation, only 
results in still further depreciation. 

III. — Banking. 

Useful and necessary as coin is, people are continually 
Revising new expedients for effecting purchases without 
employing it. These may all be regarded as different 
forms of credit : and the object of most of them is to 
save the labour of carrying a heavy metal from place to 
place. Although the precious metals are very light in 
proportion to their value — and therefore serve the pur- 
pose of money better than any other substance which 
has yet been adopted or proposed — still the labour of 
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extracting them from the mines, and conveying them 
from one country to another, forms an enormous aggre- 
gate. If this labour could be dispensed with, a great 
number of men would be set free to work at the 
production of other useful articles. 

One expedient for saving the labour of carrying about 
coin, amounts practically to storing it in a place of safety, 
and obtaining tickets which entitle the holder to with- 
draw it at any time when it may be convenient. A bank 
is such a place, and the notes which it issues are to all 
intents and purposes such tickets. The old banks of 
Amsterdam and Hamburg, practically, did nothing else 
than keep in their vaults the coin entrusted to them until 
it was claimed by the holders of the notes or promises 
to pay which were given to the depositors. But bankers, 
generally, have discovered that it is not necessary to 
keep the whole of the money thus entrusted to them in 
order to be able to meet all the claims which will 
actually be made upon them. After a time, people 
finding that the bank is always ready to cash its notes 
when presented, think it more convenient to keep them 
in their own hands until they have a payment to make, 
and only present them for pa)anent when they require 
coin to pay to some one who has not equal faith in the 
ability of the bank to meet its engagements. 

The unwillingness to receive bank-notes as payment of 
a debt, naturally increases with the distance from the place 
in which the particular bank carries on business ; but what- 
ever the extent of the circle over which its credit extends, 
a good deal of trouble is saved by the use of these paper 
promises. They can never wholly supersede coin : some 
of which will always be required for settling payments 
between different countries and different banks. Scot- 
IsLndy Aowever, affords an instance of a country in which 
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the convenience of notes has been so fully recognised, 
that a gold coin is an actual rarity ; although any one 
can obtain a sovereign by presenting a note at a bank 
counter. Such light money is especially useful to com- 
mercial travellers and others who have to receive or to 
make a great number of small payments. If it were not 
for the law which prohibits the issue of notes for a smaller 
amount than five pounds, there can be little doubt that 
jT^i notes would supersede sovereigns in England also. 

Bills and cheques are practically orders on bankers to 
•deliver up money previously entrusted to them. Though 
they cannot, like notes, expel coin from general circula- 
tion, their employment greatly reduces the amount of it 
which is used in the setderaent of large transactions. 
Most of the cheques which are drawn on one bank are 
paid into some other ; and a custom has now sprung up 
by which each bank sends to an office — called the Clear- 
ing House — ^all the cheques drawn upon other banks 
which are in its possession. As each has to receive as 
well as to pay, the two amounts are set oflf against each 
other, and the balance is settled, not by a transfer of 
coin, but by cheques on the Bank of England. It is 
only in the last stage, when the banks have to settle 
their accounts with the Bank of England, that any coin 
need change hands, and the amount thus required is, 
naturally, very small in comparison with the thousands of 
■millions of pounds represented by the annual transac- 
tions of the Clearing House. 

Bankers, finding that it is never necessary to keep in 
their own hands all the money entrusted to them, are in 
the habit of lending as much as can be safely spared to 
■other persons who have security to offer for the loans. 
It is well known that some of the oldest banks in Lon- 
<ion were originally the shops of goldsmiths : to whom 
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their customers entrusted money, as well as other valu- 
ables, merely for the purpose of safe custody. But as 
there is no reason why a depositor should wish to receive 
back the identical coins which he brought, nobody^ 
objects to a banker parting with what he has received, 
provided that he is able to produce an equal amount 
when called upon to do so. 

As there are always many persons who possess the 
ability and experience requisite for carrying on business, 
but have not enough money for the purpose, a banker 
has no lack of applicants for loans ; and he performs the 
useful function of a broker or agent between those who> 
have more money than they can employ, and those who 
could employ more if they had it. 

In every respect it is most convenient that loans should 
be expressed in money : but the object of borrowing is- 
not to get money, but the things which money will buy. 
A trader wants to procure the articles in which he deals, 
or the means of maintaining the workmen whom he 
employs, and, for this purpose, he borrows money : so^ 
that a banker thus becomes an agent for providing 
capital to those who are able to make a proper use of it. 
A very small proportion — not more than i per cent. — of 
the payments into a bank are made in actual coin, and 
the great majority are made in the form of cheques and 
bills. A manufacturer who has produced a number of 
bales of cloth, receives a cheque for their price from the 
merchant to whom he sells them, and pays the cheque* 
into his banker's. If he does not want the money at the 
time, the banker can lend it to some one else ; who can- 
spend it in paying wages to workmen for whom the bales> 
will provide clothing. A similar process is gone through 
by farmers, graziers, builders, and all who produce- 
the various articles which are required for carrying on^ 
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industry. It is not the abundance of money which enables 
capitalists to produce and to trade ; but the abundance 
of food, clothing, tools, and materials with which labourers 
must be supplied in order that they may do useful 
work. 

As long as a banker only lends money to capitalists 
who are able to employ it in performing useful and pro- 
fitable work, he fulfils a useful and necessary function ; 
but when he lends to those who simply waste the capital 
of which they have, through his means, come into posses- 
sion, the result is a loss to a larger or smaller number of 
persons. He is unable to pay the money with which 
others have entrusted him, and these, in their turn being 
unexpectedly deprived of what they had regarded as part 
of their wealth, are frequently unable to pay their own 
debts. Thus it seems as if there was a scarcity of money : 
and both speculative writers and practical legislators 
have proceeded on the assumption that a due regulation 
of the currency'is all that is needed to secure that people 
shall always be able to pay their debts. Yet a little con- 
sideration will serve to show that financial embarrassment 
is the result, not of the want of money, but of the scarcity 
of the things which money is wanted to buy. If the 
seasons are unfavourable, farmers have a bad harvest : 
and having less com to sell, they cannot buy so much of 
other things as in other years. If the price of com rises 
sufficiently to compensate the farmers, those who have 
to pay the higher prices, must restrict their expenditure 
in other directions : and, therefore, many labourers, must 
be thrown out of employment for want of purchasers for 
the articles which they are accustomed to produce. As 
every one who is earning wages contributes, by his expen- 
diture, to keep some one else in employment, it follow 
that the stoppage of work in one trade produces stoppage 
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or great reduction in other trades, and that the circle of 
distress is continually widening. 

IV. — Paper Currency. 

As nearly every man of business is obliged — at some 
time or other — to borrow from a bank, and as many are 
constantly dependent on bankers for the greater part of 
their capital, every misfortune which falls upon any con- 
siderable branch of trade, is pretty sure to be attended 
by the failure of a bank. 

If the iron trade is prosperous in Wales, the mine- 
owners can borrow from bankers on the security of their 
property ; but if the Welsh mines are no longer able to 
compete with those of Lancashire, they cannot be worked 
at a profit, and the owners are unable to repay the ad- 
vances which they have received. It is not because 
money is scarce, but because iron is no longer produced, 
and the machinery and fittings of the mines wear out 
without any use made of them. A well-managed bank 
may, indeed, contrive — as some have done for two cen- 
turies — to spread its business over so large an area, that 
the losses sustained by its customers never prove suffi- 
cient to bring it to ruin ; but, as bankers are not exempt 
from the ordinary failings of human nature, some of them 
are frequently found to have been too sanguine, or too 
credulQus to observe, this necessary caution : and are, 
therefore, obliged to stop payment at the same time with 
their unfortunate debtors. 

It is the peculiar misfortune of those who trust to a 

bank, that the nature of the business enables the managers 

to conceal its insolvency much longer than is possible in 

other trades. If a manufacturer, or a merchant is unable 

to meet his engagements, he must borrow more and more 
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largely from bankers and others, and those who lend to 
him must be more or less aware of his position, and have 
time to take precautions against the consequences of his 
failure. If a railway company has not enough capital 
for its business, the effects will be perceptible in the 
want of accommodation for the travelling public But a 
bank is continually supplied with money by its customers, 
-without being called upon to repay it : and its managers 
have therefore every facility for concealing the state of 
its affairs long after it has become hopelessly insolvent. 
In a private bank the state of the accounts can only be 
known to a very few persons — who have the strongest 
motive to conceal what they know, if it is unfavourable 
to themselves. In a joint-stock bank, though the ac- 
-couQts are generally published, the persons interested 
hav6 no means of insuring that these accounts shall be 
-correct. There cannot, therefore, be a more hazardous 
investment than those banks in which, as they are con- 
structed on the model of a private partnership, the lia- 
bility of the shareholders for the debts of the bank extends 
to the whole amount of their private fortunes. Yet, it is 
a common practice for persons of moderate means to 
invest the whole of their money in one of these banks ; 
^nd even trust funds, for which a safe investment is 
especially necessary, are frequently invested in this kind 
of security. Every now and then one of these banks 
fails : trustees and other investors take fright and sell 
out, and the price of bank shares falls ; but, after a few 
years have passed by, the public calm down again, and 
go on investing in bank shares just as if no bank had 
ever been known to fail. 

Great as is the usefulness of a good paper currency, its 
advantages are often exaggerated. Its real use consists 
in saving the labour, first of producing, and then of trans- 



122 Cur r €7 icy and Banking, 

porting, the precious metals, and when this has once been 
accomplished, its work is done. But, unfortunately, many 
people imagine that the issue of paper money is, in itself, 
sufficient to give birth to industry and trade. They see 
that when industry is thriving, a great many payments are 
made, and that money circulates freely, and hence they 
infer that the circulation of money is the cause of indus- 
trial prosperity, and that the more money is issued, the 
more trade it will call into existence. They tell us that 
the Americans achieved their independence by the issue 
of paper money : as if paper possessed the power of sup- . 
porting armies in the field. But, in fact, the American 
armies were maintained, not with paper, but with food 
and clothing produced by the labour of their fellow- 
countrymen ; and the war could not have been waged 
successfully, or carried on at all, if the country had not 
possessed a stock of these necessary articles. The issue 
of paper money simply enabled the Government to appro- 
priate such articles as their subjects were able to produce; 
and in no way enabled the latter to produce more than 
they could and would have done if no paper had been 
issued. 

One instance which is frequently cited by writers who 
exaggerate the importance of paper currency, is that of a 
market which was built in the island of Guernsey at the 
expense of four thousand pounds. Instead of borrowing 
the money at interest, the Government issued four thou- 
sand £^1 notes, which circulated in the island while the 
market was in course of construction. After it was com- 
pleted, four hundred of these notes were received each 
year in payment of the rent of the stalls which it contained; 
and as soon as received were publicly burnt, until, at the 
end of ten years, the whole had been destroyed. But it 
IS obvious that by such a proceeding the people ot 
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Guernsey did no more than they might have done by 
raising a loan in the ordinary way, and providing for the 
repayment of the principal in ten years. What they 
gained by avoiding the payment of interest, they lost by 
receiving no rent for ten years. 

When a country is already provided with a metallic 
currency, it is possible for the Government, by issuing 
notes, to expel coin from circulation, and thus virtually 
to obtain a forced loan, without interest, from its subjects. 
The French Government was thus able, during its last 
war with Germany, to obtain a large loan from the Bank 
of France, not indeed without interest, but at a very low 
rate, by allowing the bank to issue notes for smaller 
amounts than had previously been permitted. Should 
the necessity ever arise, the English Government might,. 
in the same way, obtain assistance from the Bank of 
England by allowing the issue of ;^i notes ; and as long 
as these could be exchanged for gold at the bank no one 
would J^e injured, while the taxpayers would be benefited. 
When, however, a Government issues notes of its own^. 
which it will not cash, it is tempted to exceed the amount 
of the coin previously in circulation, and, by the conse- 
quent depreciation, to inflict serious injury upon its 
subjects. 
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CHAPTER VIIL 
FREE TRADE AND PROTECTION. 

I. — Foreign Trade. 

It is universally admitted that a country profits by 
trading with other countries ; but there is not the same 
unanimity as to the nature of the advantage which foreign 
trade confers. It was formerly held that the advantage 
consisted in its bringing a quantity of the precious metals 
into the country ; but a litde consideration will suffice to 
show that this opinion was incorrect. As these metals 
only satisfy a few wants in the way of ornaments and 
utensils, and as a small quantity of them will perform the 
functions of money quite as well as a large one, their im- 
portation, though undoubtedly useful, cannot be con- 
sidered more beneficial than the importation of food, 
cloth, or other useful articles. The object of trade is to 
supply human wants ; and a trade which supplies people 
with silk, is quite as useful as one which supplies them 
with gold ornaments. 

According to the above theor}% a country gains by its 
foreign trade whenever its exports exceed its imports. 
The difference it is supposed must be paid for in gold and 
silver, and the country must be enriched by this amount 
Another theory, on the other hand, represents a country 
■as gaining the whole amount by which its imports exceed 
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its exports. The smaller quantity — it is supposed — pays 
for the larger, and the difference constitutes the profit of 
foreign trade. This would be so if it were true that every 
article exported was sent to pay for something imported. 
But, although this is true in most cases, it is not so in 
all ; and the exceptions are sufficiently numerous to pre- 
vent the theory from applying to actual statistics. Thus, 
in 1876, the exports of the United Kingdom were valued 
at ;^286,ooo,ooo, and the imports at ;^4 12,000,000, 
which shows a difference of ;^i 26,000,000 : and if this 
were all profit, the foreign trade of the country would show 
a profit of 44 per cent. This is improbable in itself, and 
there are well-known circumstances which will account for 
the excess without the necessity of assuming such an 
extraordinary rate of profit. 

It is known that many Englishmen hold property in 
foreign countries, while they spend their incomes at home ; 
and it follows that their dividends, rents, or profits, must 
in some form or other be transmitted to this country. If 
the remittance has to be sent from Australia, it may be 
sent in gold, for Australia possesses gold mines of its 
own ; but a country which has no mines, cannot perma- 
nently export gold. France cannot continue to send gold 
to England without obtaining a fresh supply from some 
other country, which can only be done by exporting 
French produce. England, on the other hand, cannot 
continue to receive gold without re-exporting it : for if it 
already possesses a sufficient stock of currency, every ad- 
dition made to it must raise the general level of prices. 
Prices having risen in England, it becomes profitable to 
import French goods — ^which would not formerly have 
been worth the expense of carriage — and the surplus 
gold is sent to France to pay for them. Thus, although 
all transactions between different countries are expressed 
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in money, they must be settled by the exchange of the 
products of the countries themselves, and not necessarily 
in gold and silver. 

The real advantage of foreign trade is, that it enables 
the people of a countiy to obtain from abroad — ^in ex- 
♦change for less labour — articles which it would have re- 
quired more labour to' produce at home ; but it is very 
difficult, if not impossible, to measure the amount of this 
gain by any recognised standard. The advantage which 
England derives from importing tea from China is, that 
Englishmen are able to enjoy a refreshing drink in return 
for the expenditure of very little labour. How much labour 
would be required to raise in England the quantity of tea 
which is now imported, it would be impossible to calcu- 
late or even to guess , but we may be sure that a farm 
labourer would not then be able — as he now is — to pro- 
cure a pound of tea with the wages of a day's labour. It 
would be equally impossible to estimate the benefit which 
Englishmen derive from drinking tea, rather than the 
other beverages to which they might resort, if tea could 
not be procured. 

The trade between England and China may be con- 
sidered as a system under which the one country obtains 
tea by labouring at the production of cotton cloth, while 
the other obtains cloth by labouring at the cultivation of 
tea. Each gains to the extent to which it succeeds in 
reducing the quantity of labour expended in satisfying 
its particular wants.: and as the saving of labour is the 
great aim of industry, foreign trade is beneficial when- 
-ever, and in so far as, it attains this result. 

Such being the object and advantage of foreign trade, 
the question arises whether it is desirable that it should 
be left free to take its own course, or whether Govern- 
ments act wisely in endeavouring to impede it in order 
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to protect the industry of their own subjects. This is a 
question which has been debated for more than a cen- 
tury, and on which unanimity seems almost as far off as 
when the controversy began. It is one which it is the 
peculiar province of political economy to decide, and 
which is' especially calculated to test the value of eco- 
nomic method. 

It is frequently supposed that the propriety of Free 
*rrade or of Protection can be inferred from the statistical 
returns of those countries in which one or the other sys- 
tem has been put in practice. Thus, free-traders tell us 
that the commerce of England increased enormously after 
the repeal of the Corn Laws, and that Free Trade is 
thereby proved to be the soundest policy. But, unfor- 
tunately for this argument, the foreign commerce of 
England, has, according to the recognised statistical 
authorities, been declining since 1876, while the com- 
merce of the Protectionist countries — France and the 
United States — has been increasing during the same 
period. A scientific proposition cannot be considered 
to possess much value if it becomes true or false with 
the appearance of every fresh table of statistics. Eco- 
nomists accordingly base their opinion, not on the fact 
that the trade of this or that country has increased under 
the one or the other system, but, on the principles of 
human nature — from which the tendency of each system 
may be inferred. 

Briefly stated, the principle on which economists base 
their opinion in favour of Free Trade is, that the imports 
of a country are paid for by its exports. As has been 
stated above, there are large exceptions to this rule, since 
a country may import articles in payment of debts due 
to its inhkbitants without being obliged to export any- 
thing to pay for them. This exception, however, does 



128 Free Trade and Protection, 

not weaken the argument : for, if tUe debts are to be paid, 
foreign produce must be imported to discbarge them, and 
nothing that the Government can do will prevent this 
being done in some form or other. 

Those who demand protection for native industry — as 
for instance agriculture — say that if foreign com is im- 
ported the native farmers will not be able tQ find employ- 
ment : and it is to this argument that economists reply, 
that whatever is imported must be paid for by the export of 
native produce. It is to be presumed that quite as many 
persons will find employment in making cloth for export, 
as in producing corn, if importation were not allowed. 
There is, therefore, no reason to fear that native pro- 
ducers will not find employment. The foreign producer 
of corn must be paid in some way or other, and the fact 
that he is able to export it, enables him' to purchase cloth 
in exchange. While the producers are left in much the 
same position as if each were restricted to the supply of 
the home market, the consumers of both countries benefit 
by obtaining what they want on more favourable terms : 
for as the great object of traders is to sell as cheaply as 
possible, foreign commodities are only imported when 
they can be sold at a lower price than those produced at 
home. 

1 1. — Protection. 

The general object of a protective tariff may be said 
to be to secure a market for native producers by placing 
so high a tax on foreign goods, that it will not pay to 
import them. If a tax, however high, does not prevent 
importation, it cannot properly be called protective, since 
it does not protect the native producers in the exclusive 
monopoly of the home market. The duty which the 
English Government now levies on tea is not protective : 
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for it does not prevent importation; and is, in fact, imposed 
for the express purpose of obtaining a revenue which 
would cease if tea ceased to be imported. The duty 
which the same Government formerly imposed on corn 
was generally protective : for it was so high, that foreign 
com was actually excluded for years together. 

Although the general object of protection is to provide 
employment for natives, many of its supporters admit 
that under the rule of free-trade, quite as many persons 
will find employment in producing goods for the foreign 
market as could be employed in supplying the home 
market, if the foreign trade was stopped. Thus, the late 
Mr. Carey, the well-known American advocate of pro- 
tection, acknowledges that millions of his countrymen 
are employed in raising corn and cotton to pay for the 
cloth and steel imported from Great Britain. But he 
considers that it is better that Americans should exchange 
their, products with one another than with foreigners — 
even though the number employed should be the same 
in both cases. The home trade is, he considers, more 
advantageous to a country than the foreign trade : 
and, therefore, the Government should encourage the 
former. 

Mr. Carey's preference for the home trade is counte- 
nanced by the authority of Adam Smith, though the latter 
did not propose that the Government should interfere to 
secure an advantage for it. Adam Smith contended 
that the capital employed in the home trade was turned 
over more rapidly than that used in foreign trade : and 
that therefore the former was the more profitable of the 
two. This, however, by no means follows, for competi- 
tion compels traders to content themselves with a smaller 
profit on each operation when the returns are quick, than 
when they are slow ; and the total profit at ttvo. ^-sx^ ^*v 
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the year need not be larger in the one case than in the 
other. 

Adam Smith considered it an advantage on the side 
of the home trade, that both the capitals employed in it 
were British ; while one of those employed in the foreign 
trade naturally belonged to a foreigner. But if the Eng- 
lish take to importing an article which they formerly 
produced, they will employ twice as large a capital as 
before in producing goods for themselves, and for the 
foreign market. If a thousand men are employed to 
produce iron in one county, and another thousand to 
produce silk in another, two English capitals will be 
employed. But if silk be imported from France, two 
thousand men must be employed to supply iron to 
France, as well as to England. It may be considered 
that England has only one capital, because it is all em- 
ployed in one industry; but it will be as large as 
the two which were formerly employed in the two trades 
together. 

Mr. Carey complains that the planters of the Southern 
States, by exporting their cotton to Europe, are com- 
pelled to pay a most exorbitant charge — or " tax," as he 
calls it — for the expense of transporting it. Cotton being 
a bulky article, the labour of removing it from a planta- 
tion to a factory on the other side of the Atlantic is, no 
doubt, very considerable, and must constitute an enor- 
mous addition to the original price, as Mr. Carey contends 
that it does. But it does not follow that either the 
American planters or the English manufacturers lose by 
the trade. On the contrary, the fact that the trade goes 
on shows that both parties to it find that they can thus 
get their wants supplied on better terms than on any 
other system known to them. If men were not employed 
in transporting cotton, they would be in transporting 
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^wool or some other material to serve the purpose of 
<lothing, and, indeed, all human labour consists in 
moving matter from one place to another. To put a 
stop to the cotton trade, would not be to reduce, but to 
increase the amount of labour required to satisfy the 
want of clothing : since a dearer substitute for cotton 
would be provided, and deamess implies more labour. 
The interference of the Government is not needed to 
save people from engaging in the labour of transporting 
goods, if the same object can be obtained without it 

Some advocates of protection, Mr. Carey among them, 
while they admit that free-trade provides people with 
employment in producing goods for export, consider that 
it injures them by confining them to the single trade in 
which they excel the rest of the world. It must be ad- 
mitted, that foreign commerce tends to produce the same 
division of labour among different countries which in- 
ternal trade produces among different towns in the same 
country. The United States are probably more decidedly 
-agricultural, and England more decidedly manufacturing 
than they would be, if each country supplied its own 
wants. Undoubtedly, the crowding of a manufacturing 
population into towns is attended with disadvantages to 
their physical and moral well-being, which form no slight 
set-off against the cheapness of their products. But it is 
rather singular that the objection should come from the 
United States, where the effect of foreign trade is rather 
to confine the people to agriculture — against which no 
•such objection can be urged. It is contended that a 
diversity of industries is needed, in order that every 
citizen may be able to find an employment suited to his 
peculiar tastes and capacity. But, in fact, no extension 
of foreign trade can ever deprive native producers of the 
advantage of having less to pay for carriage ; and free- 

* K 2 
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trade seldom, if ever, completely kills any branch of home 
industry, but merely restricts its expansion. Protection, 
n the other hand, frequently impedes the growth of a 
native manufacture by the imposition of high duties on 
raw material, and thus diminishes the diversity of native 
industries. 

It is frequently said that although a flourishing countr}', 
like England, can afford to face foreign competition, yet, 
when manufactures are in their infancy, they require to 
be protected from foreign rivalry, and that without such 
protection, new industries cannot grow up in a new soil. 
In truth, however, there is no analogy between the growtli 
of a plant and the growth of a manufacture. A gardener 
who provides shelter for a young shrub does not do so 
in order to prevent it from being supplanted by another 
shrub of the same kind, which would serve its purpose as 
well, or better, but in order to save it from destruction by 
the wind, or by animals, which would leave him tv-ithout 
the object he desires. To protect a manufacture in its 
infancy, by excluding foreign competition, is to prevent 
consumers from getting what they want in exchange for 
the least possible labour ; not in order that they may get 
something better, but in order that somebody else may be 
employed in producing it. 

Perhaps, the worst effect of a protective duty is the 
encouragement which it holds out to manufacturers to 
neglect the introduction of new improvements. Having 
once asked the Government to assist them in competing 
against foreigners, they are naturally inclined to seek aid 
from the same source whenever they meet with such com- 
petition, and to assign their own failure to anything rather 
than to their own incompetence. Some years ago an 
English manufacturer, finding himself hard pressed by 
German competition, threw out his old machinery, and 
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purchased some of an improved type, by means of which 
he was enabled to continue exporting to the United 
-States. He sold the old machinery to an American firm, 
who soon afterwards asked for and obtained an increase 
in the duty on the foreign product. Nothing can better 
show the effects of free-trade and protection in the pro- 
.gress of industry. 

III. — Reciprocity. 

As has been seen, the economic objection to Protection 
is that it sacrifices the real interests of consumers to the 
supposed interests of producers. If the effect of Free 
Trade is to give a great extension to the foreign commerce 
of the country which adopts it, so much the better ; but 
whether this does or does not follow, it is at all events best 
for consumers that they should be able to get what they 
want as cheaply as they can. It must be remembered 
that every one is a consumer, and that the question of 
Protection or Free Trade is one which ought to be 
specially interesting to the poorer classes : to whom a 
slight difference of price is an important matter. 

Those who contend that one-sided Free Trade is 
injurious, while perfect Free Trade is beneficial, show that 
they do not comprehend the real argument on which the 
defence of Free Trade is based. The Americans place 
a duty of 35 per cent, on most foreign articles, while at 
the same time nearly all American products are admitted 
into England duty free. Thus, according to the advocates 
of reciprocity, the Americans are able to flood the English 
market with their goods, while they close their own 
market against English goods. Every instance in which 
American goods come into competition with English in 
the home market, is at once adduced as an illustration of 
ihe way in which England suffers from this otve.-^v<k.<i. 
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arrangement. Yet, the mere fact that American goods 
are imported, shows that the Americans have some debts 
to pay in this country ; and it is most likely that these are 
incurred through the exportation of English goods, either 
to America itself, or to China, or some other country from 
which the Americans have imported other goods. 

There is no doubt that English manufacturers suffer 
from tlie protective policy of tlie United States. But 
matters would not be mended if England were to follow 
the example of America. One of the most important of 
American exports is com : and, if foreign competition is^ 
to be made an excuse for protecting every branch of native 
industry which is suffering from depression, the farmers 
are fully entitled to their share of consideration from the 
Government. Yet Lord Bateman, while inveighing against 
one-sided Free Trade, opposes the imposition of a Tax 
on Food. 

It was perhaps fortunate for England that the question 
of Free Trade presented itself in such a shape as to be 
easily brought home to the mind of every labourer 
throughout the country. A small island with a large 
population stands especially in need of supplies of food 
from abroad ; and the Anti-Corn Law League found it 
a great advantage to be able to say, and to say with truth, 
that every scarcity of food was either produced or aggra- 
vated by the policy of the Government. The storm of 
discontent which was gradually brought on by the con- 
tinued agitation of the food question was sufficient to 
sweep away all the restrictions on foreign ipiports ; 
although many of these were too trivial to have given rise 
to any agitation on their own account. 

In our colonies, and in other countries at the present 
day, the question presents itself, not in connexion with 
food, but with clothing or iron rails or other things which. 
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cannot be expected to excite so much public interest. 
Yet, in reality, provided that the amount of a tax be the 
same, a person's means of purchasing food are as much 
curtailed by it, whether the tax be imposed directly on the 
food or on some other article which he must buy. If a 
man has to pay two pounds to the Government, when he 
buys food, his power of purchasing it is diminished by that 
amount ; but, if he is allowed to buy food untaxed, and 
' has to pay a tax of two pounds when he buys clothing, 
he will still have two pounds less to spend : and it rests 
with him to decide whether he will buy less food or less 
clothing. A protective duty, of course, affords a harder 
case than that of an ordinary tax : for the people have to 
pay higher prices, while the Government derives no benefit 
from it ; but the hardship is the same whatever article 
may be subject to the duty. 

To impose a protective duty on American goods in 
order to retaliate on the exclusion of English goods from 
America, would be, what the proverb calls, " Cutting off 
your nose in order to spite your face." It is a hardship 
for English manufacturers that they cannot extend their 
business by selling in the American market ; but they 
would be no better off if a high duty were imposed in 
this country on American cotton — though the Americans 
might be injured by it. Such a duty, by increasing the 
cost of English cotton goods, would most probably still 
further restrict the export trade of England, and compel 
thousands of Englishmen to find another and less 
remunerative employment. It could hardly be expected 
to induce the Americans to modify their tariff: for as 
the object of their policy is to shut ovit foreign goods, 
any attack made upon their trade by a foreign Government 
would only furnish an argument for retaliation. 

The policy of concluding commercial treaties is a 
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different subject, which must be discussed on totally 
different grounds. To exclude the products of a country 
which will not receive English goods, would be injurious 
to England itself : because it would prevent Englishmen 
from satisfying their own wants. But it is another ques- 
tion whether it is possible for English statesmen to obtain 
concessions from France by agreeing to reduce certain 
duties which have been imposed on French goods, not 
for the purpose of excluding them, but for the sake of 
obtaining a revenue. Undoubtedly, a promise to reduce 
the English duty on spirits would be welcomed by 
French distillers, and" they might have influence enough 
with their Government to induce it to consent to a reduc- 
tion of the duties on English yarns ; and an agreement 
to this effect would be fraught with advantage to both 
countries. It is obvious, however, that the probability 
of obtaining concessions in this way is a subject which 
belongs to the province of diplomacy, rather than to that 
of Political Economy. 

The grievance of which the English sugar-refiners have 
long been complaining is a peculiar one. ITiey do not 
object to the refiners of other countries being allowed to 
sell their sugar in England ; but they, naturally, think 
it hard that their rivals should receive a subsidy from 
foreign Governments. The practice of the French 
Government virtually amounts to giving a bounty on the 
refining of sugar for exportation : for a Frenchman who 
has paid the duty on raw sugar, is entitled to repayment 
of the amount on exporting a smaller quantity of refined 
sugar. Thus the French refiner is able to sell his pro- 
duce below cost price, and thus obtain an unfeir 
advantage over his English rivals. Undoubtedly, the 
latter have a claim to the assistance of their Government 
in endeavouring to induce the French Government to 
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abandon its present policy — ^i^^hich is in violation of 
treaty engagements. But it would not do to impose a 
prohibitive duty on French sugar, in order to secure a 
fair field for English refiners. In order to be effectual, 
the duty would have to be imposed on all foreign sugar, 
for otherwise French sugar would be sent to Belgium 
and imported into England as Belgian sugar. This 
would be to inflict a hardship on English consumers, 
and to give more than justice to the refiners: for the 
refiners of foreign countries, which do not give a bounty, 
would be prevented from competing with those of 
England. It must, moreover, be remembered that the 
bounty system has been in operation for some years, and 
that those who find the refining trade injured by it, 
have had ample time to withdraw from it, and to find 
other employments for their capital. 

IV. — Foreign Labour. 

The question of the free admission of foreign labourers 
into a country, though it is somewhat different from that 
of the admission of foreign produce, yet raises much the 
same general issue. The labourers of America and Aus- 
tralia do not object to the importation of tea, because it 
gives employment to Chinese labourers ; but they con- 
tend that the Chinese ought to remain in their own coun- 
try, and not to oust the Americans or Australians from 
•employment in theirs. As usually happens in practical 
disputes, there are many considerations involved, with 
which Political Economy has nothing to do. The Chinese 
;are charged with crimes, vices, and disagreeable customs 
-which make them very undesirable neighbours ; but this 
is not the place to enter into a discussion of these com- 
plaints. 
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Whatever grounds the Chinese may have given for 
complaint, the hostility shown towards them seems to be 
chiefly based on the belief that they take the bread out 
of the white man's mouth. It is maintained that if the 
Chinese find employment, the Europeans must lose it, or 
that, if both are employed, the ^Europeans will be forced 
to accept lower wages. At first sight, it appears that the 
influx of a number of foreigners must drive an equal 
number of natives out of employment. But a little con- 
sideration will show that, though this might be the effect 
of a sudden influx, it cannot be the result of a permanent 
stream of immigration. If it were so, emigration from 
England, or Germany, would be quite as disastrous to 
the United States, as that from China, which is conducted 
on a much smaller scale. It has, indeed, been often 
noticed that the most prominent agitators against the 
Chinese are themselves Irishmen, or other foreigners who 
have no more natural right to the country than those 
whom they seek to exclude. 

The fallacy which underlies the argument against 
foreign labour is that of supposing that the capital of a 
country is a fixed amount, incapable of being increased 
by the labour of its inhabitants. To Australia, an in- 
crease of population means an increase of wealth ; not the 
division of its present wealth among a larger number of 
recipients. The " scarcity of labour '' of which Australian 
capitalists are always complaining, means that the country 
could support a larger number of labourers if they would 
come into it. The employment' which' is especially in 
need of fresh hands is that of agriculture : and every ex- 
tension of cultivation increases the supply of food, and 
thereby the capacity of the country to support more in- 
habitants. If the Chinese were to take to farming land 
hitherto uncultivated, they would in no way interfere with 
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the natives : for the land would not be bringing any good 
to anyone else. If tbey are employed in building a rail- 
way, they may indeed prevent Australians from working 
on that particular line ; but the latter can get employment 
on another railway, or can take to farming, in which the 
field of employment is practically unlimited. 

It is for the interest of all Australians that railways 
should be made as cheaply as possible. Constructed as 
almost all of them are, by the. Government, by means of 
borrowed money, they are at best a questionable invest- 
ment : for they seldom yield enough to cover the interest 
on the loans ; but it is strange, indeed, that the Govern- 
ments should deliberately increase their cost by stipu- 
lating that no Chinese shall be employed in making them. 
If the railways are useful at all, it is because they diminish 
the cost of transporting persons and property from place 
to place ; and the cheaper they are, the greater must be 
the benefit which they confer on the people. To exclude 
Chinese labour, because it is cheap, would be just like 
refusing to make railways at all, because tliey do the work 
more cheaply than horses. 

It is said, that, though cheapness is an advantage when 
it is owing to the fact of less labour having been employed 
in producing the article in question, it is not so when it 
results from the labourers having received lower wages. 
No doubt, there is a difference between the two cases ;. 
but there is none as far as the consumer is concerned. 
As has been so often pointed out, the majority of con- 
sumers belong to the working classes : and it is for their 
interests that railways, as well as every other article, which 
contributes in any way to their comfort, should be as 
cheap as possible. If this cheapness is accompanied 
by a proportionate reduction in their own wages, they at 
least lose nothing ; while, if it is only the wages of the 
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Chinese that are reduced, all other labourers are positive 
gainers. 

To judge by the exaggerated statements made on the 
subject, some Australians would seem to fear that the 
Chinese may succeed in supplanting the white race 
altogether ; although the very same persons complain that 
a Chinaman never thinks of making Australia his home, 
and does not even like his dead body to remain there. 
The mere fact that the Chinese emigrants are almost all 
of the male sex, is quite enough to prove that they can 
never supplant the white race ; and, as long as they only 
come in search of employment under white superintend- 
ence, they can never supplant the race which employs 
them. At the gold diggings, it is true, they work on their 
own account, and they might continue to come, even if the 
place was altogether abandoned by the whites. But as 
the white diggers also work for themselves, they cannot 
be forced to abandon their employment by the willingness 
of the Chinese to do as much work for less money. 

It is said that the Chinese gold-diggers do no good to 
the country, because they carry all the gold that they find 
back to China : but the only object of digging for gold 
at all, is to take it away ; and almost all that is brought 
to the surface, whether by white or yellow labourers, is 
exported. Australia would derive no benefit from its gold 
mines if it were compelled to retain all their produce : 
which only becomes useful when it is exchanged for 
foreign goods. The moderate quantity required for the 
pui poses of the Australian currency, could be furnished 
with a very small amount of labour ; and if it were not 
for exportation, most of the gold diggings would remain 
un worked. 

It is said that the Chinese consume so little that they 
hardly give any employment to the labour of others. 
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But as they themselves must be the chief suflferers by it, 
there is no reason for external interference to prevent 
them from living in a parsimonious style. To shut them 
out from profitable employments is not the way to convert 
them into wealthy customers. 
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CHAPTER IX. 
TAXATION. 

I. — Direct Taxation. 

It is necessary that the subjects of a Government should 
in some way or other contribute to its support ; and it is 
of great importance that rulers should select the best 
methods of obtaining a revenue from them. In some 
Oriental countries the people may be said to tax them- 
selves, by paying fees to all Government officials to whom 
they are obliged to have recourse. But this system 
though it has the merit of simplicity, leads to so much 
fraud and extortion, that it ought never to be relied upon 
as the chief means of providing a revenue. Even if the 
officials were incorruptible, it would still be a bad 
system : for as the object of Government is to protect 
persons and property, the man who has to seek redress 
from the State, is not he who has received most protection 
but one whom the Government has failed to protect. It 
is, therefore, necessary that the Government should 
settle what its subjects are to pay, indepeijjiently of the 
particular need which each of them may have for its 
assistance. 

Though it cannot be expected that any tax should be 
perfectly free from objections, there are some well-known 
rules by which the merits of any particular tax can be 
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judged. It ought, if possible, to press on every citizen 
in proportion to his means. Its amount should be cer- 
tain. It ought to be levied at the time and in the 
manner most convenient to the person who has to pay- 
it ; and it ought to take as little as possible out of the 
pockets of the people beyond what it brings into the 
treasury. It is not to be expected that every tax should 
comply with all these conditions ; but financiers ought 
to aim at arranging the whole taxation of a country so 
as to offend as little as possible against them. 

The first of these rules, though self-evident in theory, 
is difficult, if not impossible, to carry out in practice. 
An income-tax might seem calculated to comply with it ; 
but, in fact, if everyone were taxed in proportion to his 
income, the poorer classes would be more heavily taxed 
than the richer. A man whose income is barely sufficient 
to provide him with necessaries, makes a greater sacrifice 
by paying a fiftieth part of it to the Government, than a 
man who only spends a quarter of his income, on neces- 
saries, makes by paying a fiftieth part of his. In the one 
case some comforts which can barely be distinguished 
from necessaries must be sacrificed, while in the other, 
there is only a loss of a few luxuries. Again, all incomes 
are not equally secure, and a man who lives by wages, 
cannot affi)rd so great a sacrifice as one whose income, 
though of like amount, is derived from the funds, from 
landed property, or other safe investments. Those who 
live by wages seldom have any considerable fund in 
hand out of which to meet pecuniary claims ; and, if an 
income-tax is imposed upon them, it would be most 
convenient for them to pay it at the same time that they 
receive their wages. But if the Government thus com- 
plies with the third rule, it is obliged to break the 
fourth : for the expense of a weekly collection of small 
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amounts would be much greater than the quarterly 
collection of large amounts, and the people would have 
to pay more without the State receiving any benefit 
from it. 

Another way in which the State may levy a tax 
directly from its subjects more or less in proportion to 
their means is by imposing a duty upon property v/hen- 
ever it passes from the dead to the living. Here, the 
poorer classes would pay less than their share : for the 
amount of realized property to which they succeed is 
small in proportion to the share of the total wealth of 
the country which they hold. This kind of tax must, 
however, be considered a good one, as in most instances 
it takes money from people just at the time when they 
are best able to afford it, and it involves very little 
expense in collection. 

It is so generally recognised that no tax can be devised 
which will, at the same time, press fairly on all citizens, 
and provide a sufficient revenue for the State, that states- 
men are obliged to content themselves with balancing 
one unequal tax by another, which presses more heavily 
on the classes not affected by the fonner. The ends of 
justice are obtained, if each citizen pay his due share of 
the general taxation. It is sought to accomplish this 
result by taxing the poorer classes indirectly, by imposing 
a duty on the articles which they consume. The amount 
which each labourer ought to pay to the Government, is 
more than he can conveniently furnish at any one time. 
But the Government, by imposing a tax on what he con- 
sumes, can get a large sum in one payment from the 
dealer who supplies the article. The tobacco duty is paid 
by the merchants who import it by ship-loads ; but it is 
not intended that they shall bear the burden themselves. 
They are expected to pass it on in the shape of a higher 
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price to all tobacco-smokers, who thus indirectly pay for 
the expenses of the Government, which many of them 
might think too burdensome if provided for by a direct 
tax. 

The second rule, that the amount of a tax should be 
certain, not liable to vary at the discretion of the officials 
who collect it, has so long been acted on in England, that 
it is hardly necessary to insist upon it ; but in Turkey 
and other countries, which are, or have been, under the 
Sovereignty of the Porte, the chief grievance of which the 
tax-payers have to complain is the arbitrary manner in 
which the taxes are assessed. It matters little what the 
Sovereign may have ordered his subjects to pay : for the 
majority of them know very well that they must give 
whatever the collector chooses to demand. As any ap- 
pearance of wealth is svure to be made a pretext for more 
extortionate demands, the people have no motive to exert 
themselves for the purpose of obtaining more than a few 
necessaries and comforts ; and such a system of taxation 
is calculated to retard, as it actually does, to a most 
frightful extent, the industry of the country. 

Our own income-tax not unfrequently gives rise to com- 
plaints respecting the arbitrary conduct of the officials 
whose duty it is to collect it. The recipients of fixed 
incomes derived from landed or other investments, have 
very little difficulty in satisfying the collectors that the 
amounts are what they are stated to be. But persons 
who make a living by trade, are not in so fortunate a 
position. If the standard of morality were so high that 
no one could be suspected of an attempt to defraud the 
Government, a merchant or tradesman might be safely 
left to assess himself; but unhappily, it has been too 
clearly proved that men who are generally looked upon as 
respectable, have no scruple about defrauding the Govem- 

L 
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ment when they have an opporlimity. Tradesmen who 
have had to daim compensation for the blocking up of 
the street in which their shops stood, have been known 
to set down their profits at twice as high a figure as when 
filling up a return for the assessment of income-tax. It 
is, therefore, impossible for the officials who have to col- 
lect this tax, to be, in all cases, content with the tax- 
payer's word, while, if they, in their turn, assess an honest 
trader at too high a rate, they give rise to bitter and well- 
founded complaints. Thus, if the trading classes are 
subject to the tax, either some of them, or else the 
Government, will be imfairly treated; while, if they were 
exempted from it, the tax would be more unequal than ever. 

II. — Indirect Taxation. 

The great advantage of an indirect tax is, that the 
Government is able to obtain a large sum without inflicting 
any perceptible hardship on those who really have to pay 
it. A duty on spirits or tobacco is paid by the consumers 
of those articles in the form of a higher price ; but the 
fact that they are paying a tax is not apparent at the 
moment of making a purchase and is seldom thought of. 
It is no slight matter that the Government can thus 
impose a serious sacrifice on its subjects without causing 
them to murmur against it But, on the other hand, the 
mere fact that such taxes do not give rise to complaints 
rather tends to encourage Governments in a course of ex- 
travagance, which they might hesitate to follow, if their 
subjects could clearly perceive how much it cost them. 
Where a large part of the expenditure of the State is 
absorbed by the interest of its own debts, it is perhaps as 
well that the taxpayers should not be too sensible of the 
burden imposed upon them in order that they may not 
be tempted to sacrifice the national honour to their own 
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•convenience. But as the power of raising indirect taxes 
enables Governments to borrow, it encourages them in in- 
curring liabilities from which they would otherwise shrink. 

The chief objection, however, to indirect taxes is that 
it is very difficult to levy them without imposing serious- 
restraints upon trade and industry which impoverish a 
couritry without enriching the Government. If a duty is 
imposed on a manufactured article, it is in most cases 
necessary for the Government .to inspect the manufac- 
tories in order to make sure that none is produced without 
paying the duty. Such inspection is necessarily irritating 
to the manufacturers : for, as the Government must claim 
a right to prohibit any process which might lead to 
evasion, a great obstacle is placed in the way of new 
improvements. The manufacture must be carried on, 
not in the way which will produce the best and cheapest 
article, but in that which is best suited to the convenience 
of official inspectors. It is, therefore, often noticed that 
improvements are seldom introduced in those trades 
which are subject to an excise duty, and consequently to 
excise supervision. 

If a duty is imposed on an agricultural product, its 
collection frequently leads to gross waste, from which no 
one derives any benefit. In Greece and Egypt, for e^;- 
■ample, where a considerable revenue is derived from a 
tax on corn, the crop is frequently spoiled because it 
cannot be removed before the collector has come to claim 
his share for the Government. On the other hand, it has 
been found — or supposed to be — so difficult to collect a 
tax on tobacco grown in this country that its cultivation 
has been prohibited throughout the United Kingdom. 
Thus in order that the Government may not be defrauded, 
an important branch of industry may be seriously ham- 
pered, or even altogether suppressed. 

L 2 
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It sometimes happens, however, that a tax of this kind 
can be imposed without interfering in any way with the 
producers of the taxed article. The tax, for instance,, 
which is levied on pla3ring-cards in no way prevents a 
manufacturer from making cards in any way which he 
thinks most convenient The Government simply re- 
quires that no pack shall be sold without a stamp, 'and 
collects the revenue by selling the stamps. As no manu- 
facturer can tell into whose possession a particular pack 
may fall, no one ventures to incur the penalty imposed 
on those who sell packs unstamped. Some years ago it 
was proposed that a similar stamp should be affixed on 
match-boxes ; and if this had been ordered, a considerable 
sum might have been collected at a very slight inconve- 
nience to the taxpayers. The opposition which the 
proposal excited, and which prevented it from being 
adopted, was chiefly due to a mistaken belief that it would 
have led to an interference with the manufacture, such as- 
is reasonably complained of by maltsters and distillers. 
As, however, the articles on which stamps can be afiixed 
are few and unimportant, no large revenue can be 
obtained by duties on home products without a serious 
interference with industry. 

The most convenient way in which duties can be levied 
is by imposing them on foreign produce when brought 
into the country. The inconvenience which a merchant 
suffers from having his goods examined at the Custom 
House is slight, when compared with what a manufacturer 
suffers from the visits of the exciseman ; but even here 
it is impossible for the Government to raise a large 
revenue without forcing trade into channels which it 
would not follow if left to itself. If no one wished to 
defraud the Government there would be no difficulty in 
collecting the duty. But, as no one can be trusted to 
pay the duty unless forced to do so, it is necessary for 
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the Government to inspect all the goods which enter the 
-country. If goods are allowed to be landed on any part 
of the coast, the State must provide inspectors at every 
point to examine the cargo of every vessel and determine 
.and collect what is to be paid in respect of it To do 
^this would be so expensive, as to be a serious breach of 
the fourth rule of taxation : that it should take as little 
as possible out of the pockets of the people, beyond 
what it brings into the treasury. Hence in England, as 
^in every other maritime country in which import duties are 
imposed, the Government selects certain ports at which 
alone merchandise may be landed ; and there are not 
more than a dozen of these at which produce of all 
^inds can be imported. When a new town asks to be 
declared a port, the claim is generally resisted by the 
Commissioners of Customs on the ground that its trade 
is not important, and therefore not worth the expense of 
an official establishment. Yet it is easv to see that the 
'trade of a coast-town is not likely to become important 
-until ships are allowed to unload their cargoes there, and 
•that the trade of no place can be great at the beginning. 
Apart from questions of administration, which rather 
•concern particular taxes, it may be said that indirect 
>taxation is necessarily unequal, and that it takes more 
from the people than it gives to the Government It is 
►unequal, because, in order to be effective, it must press 
upon articles which are consumed by the poor; and 
•even if these are used by the rich also, the duty must 
press more heavily on the poor. The expenditure of a 
workman on beer and tobacco may not amount to so 
-large a sum as that of a rich man ; • but it is certainly 
.larger in proportion to his income. Yet, if duties are 
•only levied on articles of luxury, the State will only 
receive a small sum, and that continually liable to dimi- 
nution from a change of fashion likely to be caused by 
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the tax itself. It is well known, for instance, that the 
imposition ot the powder-tax almost put an end to the 
once common fashion of requiring men-servants to 
powder their hair. The objection of inequality however 
is not sufficient to prevent recourse being had to indirect 
taxes, if they are counterbalanced by others which fall 
more heavily on the rich. 

Another objection which is frequently made is, that the 
price of a taxed article which passes through several 
hands before it reaches the consumer is raised on each 
transfer by an amount proportionate to the larger capital,, 
which the dealers must employ in their business in order 
to pay the duty. This objection, however, is frequently 
exaggerated. It is said that a merchant, who has to pay 
a thousand pounds to the Government on importing 
tobacco, must make a profit of fifty pounds on it, and 
that the dealer to whom he sells it must make a profit of 
fifty-two pounds on the one thousand and fifty which he 
pays, and so on till the final price may be raised by two 
or three hundred pounds in addition to the duty. But 
this assumes that dealers make a profit of five per cent 
on each transaction, instead of on the whole business of 
a year ; and no great addition can be made to the price 
in this way unless a very long time elapses before the 
article reaches the actual consumer. It is, however, 
desirable that the price should be enhanced as little as- 
possible in this way : and this end is sought to be accom- 
plished by the bonding system. Under this arrangement 
a merchant is allowed to store his goods in a warehouse 
at the port of entry, and is not required to pay duty upon, 
them as long as they remain there. He naturally leaves- 
them until they are about to be sold ; and thus the time 
of payment is brought as near as it well can be to the 
time of consumption. 
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III. — National Debts. 

As every tax that can be devised is open to some ob- 
jection, and as the difficulty of selecting proper taxes in- 
creases with the amount of revenue to be collected, it is 
natural that financiers should welcome any plan which 
promises to supply them with money, without the neces- 
sity of resorting to a fresh tax. The only way in which 
this can be done is by borrowing. If a country is fully 
supplied with a metallic currency, the Government, by 
issuing notes to replace it, can virtually borrow the whole 
amount without paying interest for it, and without im- 
posing any burden on its subjects. These are relieved 
from the inconvenience of using heavy money, which they 
are able to export to purchase foreign commodities for 
the service of the State. There is, however, a natural 
limit to the amount which the Government can thus 
borrow, which cannot exceed the metallic currency pre- 
viously in circulation without injuring some citizens by 
the depreciation of the paper. 

A Government which finds itself obliged to incur a 
greater expenditure than can be provided for by the 
ordinary means of taxation ought to borrow the amount at 
interest. The proper time for resorting to such an expe- 
dient is when it is either engaged in a costly war, or has 
undertaken the construction of some public work of a 
permanent and useful character. Those who lend to the 
Government at such times may justly feel that they are 
not throwing away their money, but investing it just as 
they might do in remunerative undertakings devised by 
private individuals. The object of a war is, or should 
be, to protect citizens in tte peaceful enjoyment of what 
belongs to them : and it is quite as much a matter of 
prudence to invest a large sum in obtaining such protec- 
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tion, as in constructing an embankment against the en- 
croachment of the se^^ It is open to qilfestion whether it 
is proper for a Government to construct railwa)rs, harbours, 
or manufactories, which might be established without its 
aid by private citizens; but, provided that the outlay 
proves remunerative, it must be considered as equally 
judicious, whether incurred by the State or by private 
individuals. 

The special advantage of raising a loan in time of war 
is, that it offers an investment to capitalists just when they 
are most in need of it No war can take place without 
deranging some branches of industry: and it is a great 
advantage for those who are obliged to withdraw their 
money from their own business to be able to lend it to 
the Government, and to receive interest upon it just as if 
they were still employing it. Thus, while it would be 
ruinous, if not impossible, to provide for the whole ex- 
pense of a war by taxation, a war-loan may be raised, not 
-only without complaint, but to the satisfaction of the 
persons who furnish it The loss of capital to the country 
is the same : for this loss consists in the consumption of 
food, clothing, arms, and other things, by soldiers and 
sailors, who do not produce anything in return for them. 
But this loss is distributed over the whole people in such a 
way, that each is called on to submit to the smallest pos- 
sible sacrifice. Instead of furnishing the whole amount 
at once, the majority of citizens have only to make a small 
payment year after year, and have time allowed them to 
make up for it by increased industry. Those who furnish 
the required amount do not consider that they are part- 
ing with it ; and the interest which they receive may often 
be high enough to more than compensate them for the 
higher taxation to which they, in common with other 
citizens, must submit 

As there is no better security than is furnished by the 
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promises of a wealthy and honest Government, the rate 
of interest on the public loans of such States is the very 
lowest to which capitalists will submit As there are 
always plenty of persons desirous of investing in them, 
there is no necessity for the State to engage to repay the 
principal at a fixed time, though it is convenient to re- 
serve the right of doing so when desired. Many Govern- 
ments make a show of solicitude for the interests of 
posterity by engagi^gtto pay off a certain portion of their 
debts every year ; but, in practice, this seldom proves an 
advantage to the taxpayers, present or future. If the 
revenue were sute to be always in excess of the expen- 
diture, it would be right and proper for the Government 
to employ the surplus in reducing the debt ; but to en- 
gage to .pay off a certain portion every year binds the 
Government to an expenditure which the state of its 
finances may not always warrant. Practically, therefore, 
the Government will often be obliged to borrow for the 
purpose : and as higher interest will be charged when ther^ 
is a deficiency in the revenue, it will often have to borrow 
at high interest in order to pay off a loan at low interest. 
The practice of drawing lots to decide what portion 
of a loan is to be paid off, is a decidedly bad one : as it 
introduces an element of gambling into a business in 
which prudence is required above all other qualities. It 
also, to some extent, injures the borrower : as it prevents 
the price of the stock from rising above a certain point,, 
and so raises the rate of interest at which the Government 
can borrow. If the State is determined to pay off its- 
debts within a certain time, the best course is either to pay 
off a whole loan at once, or to buy up its own obligations 
at whatever rate the holders will agree to sell them. 

As it is necessary that fresh taxes should be put on to- 
pay the interest of any loan raised for other purposes 
than the construction of remunerative works, and as 
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every tax is more or less objectionable, it is obviously- 
desirable that every effort should be xxssakt to do without 
borrowing ; and, when possible, to i^educe the amount of 
the existing loan. Some people maintain that a National 
Debt is a good thing in itself, since it affords a safe in- 
vestment for capital As, however, its safety consists in 
the whole industry of the country bei|ig pledged for it, 
the loan cannot be more safe than the thing which gua- 
rantees it; and if we had no National Debt the wealth of 
the country would still be sufficient to guarantee in some 
form or other a fund of equal magnitude. 

As a third part of the expenditure of this country is 
absorbed by the interest on the National Debt, its repay- 
ment would render possible a nery large reduction of 
taxation. To impose fresh taxes in order to attain this 
end, would be to impose great sacrifices on ourselves in 
order to save posterity from a smaller sacrifice which 
they will be better able to bear than ourselves : as the 
amount of the debt does not increase in proportion to 
the wealth of the country. But as there is no necessity 
to put on firesh taxes, so on the other hand, there is none 
to take off taxes whenever the revenue shows a surplus. 
If a tax is bad in principle, as unduly interfering with 
the springs of industry, it should be repealed : for it 
would not be reasonable to impede production, in order 
that production may at some future time be left untram- 
melled. But if no serious objection can be made against 
any existing tax, the surplus should be employed to pay 
off and cancel some portion of the National Debt : and 
thus leave posterity in as good a position as we possibly 
can to meet whatever extraordinary burdens may be, in 
store for them. 

THE END. 



